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A jump into
the world

We will strive sver harer
to satisfy our Customers,
our interngl and external

Partners and our Shargholders.

We will crozg borders

with a boldness

that reflects the optimism with
which we embrace

one morg challenge.

With a genuine wish

to respond aver better

1o the differences, apportunities
and smotions of those who
simply want

to communicate.
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CHAIRMAN'S STATEMENT

During the year 2000, Telecel Vodafone stredgthened its
clear position as the second largest telacommunications
operator in Portugel, the first aftar the incumbent operator,
with a market share of approximately 17% in the total

Telecommunications service market. The Company intends

to maintain this position, continuing to grow more than the
total Telscommurications market.

Defining its business as an operator of telecommurnications
and information services. Telecal Vodafone's primary focus
is the mobile business the offer of which is complemented
by fixed telecommunications services. It also provides
information techinology infrastructure services, enabling the
Company to reinforce the competitiveness of its offer among
its Customars.

The mobile market in Portugal continued to grow in 2000,
leading 0 a substantial risa in the Carnpany's callular Customer
base (up from 1,794,927 in March 2000 to 2,478,800 in
March 2001) and 2 strong increase in its Servica Revenues
{up from PTE 127.6 billion in the twelve months ended 31
March 2000 to PTE 184.5 billion in the twelve months ended

31 March 2007). The weight of the mobile market in the total

Portuguess talacommiuricabions senice market has increased
considerably in recent years, and is now close to 50%. The
stancs of Telscel Vodafane in this market, as the key driving
farce behind its development and as the most innovative and
most Customer-orisntated Company, continued to be shown
in the year 2000. This fact is exemplified by the launch of
new sonices and concepts, such as the Vitamina H - an
innovative pre-paid product in which Customers choose their
own off-paak pericd, or the YORN {Young Criginal Network)
project - an integrated offer of mobilg, fixed and Internet
telecormmunications directed towards the muftimedia
generation,

The Company's baligf in the convergence of the mobile with
tha Internet and vaice services with data services continued
to develop in 2000. Therefors, Tefecel Vodaforne remained
at the forefront of this area with the Introduction of technologios
such as the GPRS (General Packat Aadio Service), the HSCSD
(High Speed Circuit Switched Data) and services such as the
Unified Messaging or the Ceillular Location Service.

Telacel Vadafone was awarded a UMTS (Unlversal Mobile
Telecommunications Systam) licence in Dacember 2000,
granting it the right to operate 3 mobile genaration services.
The Company had the righest scoring application in the
Public Tender which demonstrated the skills that the Company
has in new tachnologies and its commitrnent to the provision
of comprehansive mobile servicas for its Customers.

| TELECEL VODARONE | REFDRT AND ACCOUNTS 3000 | CHAMMAN'S STATEMENT |
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In 2000, the Company began the process of assaciating 1ts
own brand toc the Vodatone brand, thus assuming its full
integration in the world's largest mobile communications
group. The Company's Customers immediataly acknowiedged
the advantages of this linkage, with the launch of pan-
European services such as the provision of a single roaming
tariff and the possioility of accessing the Custoemner support
seorvices and their voice mail in a simpliied manrer using
short gialling codeg. The advantages brought by integration
into the Vodafone Group are further reflected in the acquisition
of infrastrugtures and terminal equipment. enabling Telecel
Vodafane (o berefit from the most favourable conditions, at
an internauonal level.

The level of competitiveness in the Portuguese Talecorn-
runications market in Portugal became even more inlgnse
cluring 2000, a trend that is expected to continue in the
coming years. Growth in the mobile market is expectad to
slow down in the future, although it should continue to grow
mare than the total Telecommunications market, mairly due
to new data and Internet services, enabled by new
technoiogies. This will inevitably lead to even groater
competitivenass in some market segments.

Telecel Vodafone, with a clear vigion and strategy, a strong
culture and sofid values, highly qualified and motivated
Employees, and 2 mastery of cruclal skils snd resources in
its industry, brings together all the assets required 10 centinue
to stand cut as a ynique case of success in Telecom-

munications and the Portuguese marke!.
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Unseen worlds that make

personal service possible.

Structures, organisations, people, effort and creativity
to make every Customer feel in his or her own element.
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MARKET GROWTH

It is estimated that the service revenues of the Telecom-
munications market in Portugs! totallad PTE 865 bilion
(EUR 4,315 million) in calendar year 2000. an increase of
15.3%, ¢ompared to FTE 730 billion (EUR 3,741 milion)

The mass consumer market segment was, once again, the
main drivar for Customer growth in the mobile communica-
tions market. The decrease in motile phone prices and
tariffs, the reduction and. in some cases, tha glirination of
the mmimum charge reguired to maintain the service.
together with the strong competiion that ¢haractardses the
market. combined to attract more than 1.6 milion new
Customers to the mass consurmer segment.

recorded in the previous year. The mobile communications The Portuguese (nternet access service market aiso "iﬁ
and access to the internet services were the main con- recorded the highest annual increase ever in the pericd

tributers to this ncrease. aRer registenng the highest from January to December 2000. According to data L»
growth figures for the period. both with rises of over 40%. released by the ICP (instituio das Comunicagdes de 1{‘&

The cellar market was once 2gam the driver of total
market growth, accounting lor approximately 48% of the
Portugusese Telecommunications services market today, In
2000, for the flrst time, revenus from mobile cormmmunication
services exceeded revenue from voice fixed services.

Portugal continues with its promingnt position in the global
mobile communications market. It has the largast propor-
tion of cellutar service revenue in terms of GDP (1.9%) in
Europe, 85 well as a mobile service penetration rate, refative
10 the lotal population (67%j), higher than the European
averags {83%). The mobils lelephone penetration rate in
Portugal on 31 December 2000 was higher than thatl in
Germany, France and Spain, which is even more significant
taking into account that the per capita GDP in Portugal is
approximately 75% of the Furopean average adjusted by
purchase power parity,

As in the previous year, the strong rise in the number of
mobile telephone Customers was the main reason behind
the growth of the Portuguese cellular market's value. From
January to December 200X). approximately 2 milion new
celltar Customers were ganed, the highest ever annuel
Increase, bringmg the ovarall total o about 6.7 milion
Custormers in the market at the end of December 2000.
However, it iz estimated that around 10% of the total regis-
tared Customears in the market arg ngctive.

Portugal), the number cf subscribers for Internet access
servicss ingreased around 318% in comparison 1o the
previous year, reaching 1,987,385 subscribers on 31
December 2000. The extragrdinary growth in the number of
Customers in tha Portuguese market was essentially due to
the general availability ang strong demand for free internet
access products. Though, it is estimated that just one third
of the Customers registared in Internet access services are
in fact active Custorners. A substantial, but undeterrmined,
number of users are registered in more than pne Internet
access operator due to the general availabiiity of the free
access in Portugal,

The voice fixed services market remained stable in the
pariod from January t0 December 2000, both. in terms of
Customers and saervice revenug. The market: penetration
rate was around 43.1% on 31 December 2000. a siight
increase compered to the 42.3% at the end of the
preceding year. The voice fixed market servica revenues,
relative 1o the parod from January to December 2000, are
estimated to bs approximately PTE 380 billion (EUR 1,885
rmillicn). :
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TELECEL VODAFONE GROWTH

In 2000, Telacal Vodafone continued to experience a high
rate of growth in its different areas of operation, strength-
ening s cellular buginess and developing the complemen-
tary business areas launched the previcus year (internst
and fixed telephone services). The Company increased its
Telecommunications market share in Portugal (0 17%.
clearly holding its position ag the second largest operator in
the Portuguese Telecommunications saclor.

in its core business, Telece! Vodafone saw its number of
celular Customers rise 38.1% in 2CC0. The Company
reached a total of 2,478,8000 Customers at the end of
March 2001,

Total operating revenuss reached PTE 180.3 tillion (EUR
898.3 million) and service revenuaes FTE 184.5 bilion (EUR
820.5 milion) in 2000, representing an increase of 27.4%
and 28.9% respectivaly, in ¢omparison 1o the same peériod
the previpus year. The propoticnal increase in service
revenues was less than that of Customers due to several
reasons. Flrst, the fact that new Cuystomasrs (most of whom
come from the masgs consumption market segment) tend to
make less use of services in relation 10 sxisting Customers.
Second, the tariffs for pre-paid products were reduced
during the year. Finally, tha expected shift in the fixed (o
mobile traffic ownership from October 2000, as the
Company started to account for fixed inbound revenues net
of inbound interconnect costs. As a result, the monthly
avarage revenue per cellufar Customer in 2000 was PTE
6,341 (EUR 31,83}, a decrease of 3% compared to the PTE
8,540 (EUR 32.62) recorded in the same perod of the
frevious year.

The Compound Annual Growth Rate (CAGR)of Telecel
Vodafona, between 1893 (the Company's first complete
yéar of operations) and 2000, congidering financial years
running from April to March. was 768% in terms of Customer
numbars and 83% in tarmg of service revenue.

| TELECEL VOOAPONE | REPOAT ANQ ACCOUNTS 2000 | MAIN EVENTS |
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In order to maintain g high quality of Customer service
whitst embracing this strong growth, Telecel Vodafone has
ensured that it obtains the best and most suitable resources
in crder 10 be in a position to respond appropriataly to the
growing needs of its Customers. In 2000, the Company
grew the number of Employees by 110, bringing its total
workforce to 1,789 Employees at the end of March 2001,
This increase is simed at responding. not oaly ta the
requirements brougtit about by the expansion o‘f the ceflular
network and the growth in its Custormer base.' but also to
the expansion of the new businessas.

Total capital expenditures in 20C0 also roge significantly,
reaching PTE 64.5 billion (EUR 321.7 million), an increase of
67.1% compared to the FTE 38.8 bilion (EUR 182.5 million)
recorded in the same period the pravious yea:r. Excluding
the payment of PTE 20 billicn (about EUR 100 milion} for
the. UMTS licence in Dacember 2000, there was a 15.3%
incrgage. This increass in investment reflects the determi-
nation of the Cormpany 10 offer its Customers alwide range
of products and sarvices and provide extensive coverage,
accompanied by the highest guality standargs. The diversi-
fication of the Company into new business areas drova
around 10% of the total capilal expendituras during 2000,

This investment supported continued growth of Talegel
Vadatone's Internet access servics. the Netg, portal, the
indirect Fixed Access Service through the profix 1091 and
the Direct Fixed Access using the FWA (Fixed Wirgless
Access) iechnology.

Ouring 2000, Talece! Vodafone's Intermet Access Service
attained approximately 240,000 Custorners, bringing the
total number of Customers up to about 400,000.by the end
of March 2001. Over the same period, the indirect fixed
access service through the prefix 1091, attained around
46,000 Customers, totalling around 89,000 Customers on
31 March 2001. :
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TELECEL VODAFONE PROFITABILITY

05
REGULATORY FRAMEWORK

In 2000, Teiecel Yodafone recorded & pre-tax income of
PTE 28.1 bilion [EUR 130.2 milion) and net income of PTE
16.1 bilion (EUR 80.3 milion}, an increase of 3.2% and
2.5% respectively in relation 10 the seme period the
previous year. The growth levels reflect the increase in
depreciation recorded in the financial year, higher tax
charges than the previous year and the developmsnt costs
of the new Company businesses.

The operating cash flow {EBITDA) generated in 2000 was
PTE 50.7 bilign (EUR 252.9 milion} which it a 12,7%
Increase compared to tha PTE 45 bilion (EUR 224.5 billion)
in the sama period tha previous year.

EBITDA margin in rélation 10 the total adjustad service
revenues (revanuss from telecommunications services less
the incoming traffic Interconnection costs) was 31.4% n
2000, down from the 36.9% in the same pericd e
previous year. This was grimarily due to the large increase
in the nurmber of new Custorners. raductions in the tariffs of
pre-paid products and in fixed-mobile traffic. an ncrease n
Customer acquisition and retention costs and the devalop-
rent costs of the new Company businesses.

Telecel Vodafones move into new businass areas, more
specifically the Internet (access and coment), indirect Fixed
Access and Direct Fixed Access using FWA, had a negative
impact of approximartely FTE 3.6 billion (EUR 18.0 milion} in
the EBITDA generated by the Cormpany in 2000. The
Company's ceflular ERITDA in 2000 was around PTE 54.3
bilign (EUR 270.8 rrillion), an increasa of 16.3% cormpared
10 the sarme pariod the previous year.

4 BEYL 0N

The main events aver the perod lrern 1 April 2000 10 31
March 20001 were ags lollows:

Legislation

In April, the Dacree-Law no, 59/2000 was passed. which
approved the new juridical regime for the installation of
telecommunications infrasryctures in buildings and respec-
tive connections to the pubic telecom‘wmunications
networks, as well as the procedures for céniﬁcatim of
installations and confirmarion that equiprment. matenals and
infrastructures comply with regulations. ‘

The law replaces the former Subscriber Telephone Instal-
lation Regulations (STIR), creating conditions that give new
service providers and operators equal access o the infra-
structyres,

Fallowing the approval of this edict, it becomes clearly
preferable 1o adopt solutions that make mMeximum use of
infrastructures. determining, whenever possible. the use of
ose already existing and also the use of collective infra-
structures rather than individua! infrastructures,

The Decree-Law no. 151-A/2000 was passed on 20 July,
which implementad the new regime applicable © the
licensing of networks and radio transmitter stations and the
inspection of the radio frequency spectrum use.

This law defings the principles applicatle to spectrum rates.
protection from exposurs 10 electromagnetic waves and the
sharing of radio trangrmitter infrastructures. This new regime
is based on fres use of electromagnetic means. including
for private cornmunications. and will simplify and reduce the
amount of licensing that radio transmitter stations and
networks are subject to. '

Indirect Accass ;

(call by call selection and call pre-selection)

In May, the 1CP (instituto das Comunicagdes de Portugal)
approved the pre-selection specification. in which the rues
and principles are defined with regard to the introduction of
this functionallty by all cperators/providers of Fixed
Telephang Service (FTS) with direct ageess.

Faced with the insurmountable difficuities thal mads the
introduction of pre-selection on 1 July irmpossible. in its
definitive mode, tha ICP decided upen the introduction of
temporary pre-selection, using auto-dialers.

Temporary pre-selection ruled between 1 July 2000 and te
date of the phased intraduction of definitive pre-selection.
This date was 1 Qctober in Lisbon and Pow'to and 15
October in the rest of the country. ‘
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Fixed-mchile calls became eligible for oparator pre-setec-
tion and call by call selection on 1 October 2000.

On 1 January 2001, Local and Regional connactions also
becarme eligitle for operator pre-selection ang call by ¢all
selection,

Interconnaction

On 12 May, the ICP determined that Portugal Telecom (PT).
TMN and Telagal Vodafone, as operators with significant
market power, should, within a relatively shart timespan,
complete negotations of the interconnection agreements
with interested parhies. Furthermore, they would send the
ICP a copy of all the agreements regarding interconnec-
tons, including discounts and other special conditicns that
are vafid, either completely or paruglly in 2000,

Because of an impasse in the direct negotiations between
Portugal Telecom and the new FTS gparators, involving the
estaplishmant of interconnection prices and cenditions in
accessing the fixed network special services, and the inter-
vention requested by some eperatars. on 7 July 2000, the
ICP approved 2 sat of decisions related to the content of
the agreements to be made between PT and the interested
partias.

The interconnection conditions applicable to the accessing
of special services defined by the ICP were to be incorpo-
rated into the interconnection agreements between the
incumpent operator ana the new operators, (CP therefore
managed to remove this stumbling block In the ongoing
negotiations.

Following this, PT was obliged to change its Intercon-
nection Reference Proposal (IRP) for 2000, so as (o comply
with the ICP decision.

In order that the IRP publication tor 2001 could be prepared
in time, in October, the ICP approved the minimum ele-
ments to be included in the Proposal.

On 23 January, the ICP gpproved the maximum intercon-
nection prices 10 be charged in 2001. Even though the ICP
deams thal these prices are similar 1o those practised in
other EU countries, the tariffs approved continys 10 be
higher than the values of the recommended bast practices.
In February, fcllowing 8 public depate and consultation
promoted by the ICP the IRP for 20071 was approved. This
Proposal reflects the maximum interconinection prices
defined by the ICP.

On 20 July 2000, the ICP decided that Portugal Telecom
should proceed, within 15 days, with a revision and
updsting of the prices applicable t¢ the international
outbound traffic transport service outlined in the
Interconnection Reference Proposal for 2000, in order to
allow for the downward treng in prices of international
traffic.

| TELECEW VORAFONE | REPCAT AND ACCUUNTS S00C | MAIN EVENTS |
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In Fabruary 2001, the ICP considered the prices outlined in
the 'RP 2001 for the international outbound traffic ending in
mobile networks acceptable.

With regard to fixed-mobile termination prices, at the begin-
ning of August, the ICP established a maximum price of
PTE 47.50 (EUR 0.24) per minute o be charged in tele-
phone calls lasting 100 seconds originating .on a fixed
natwork and destined for a mobile network. This tariff came
into force on 1 October 2000.

The ICP intervened with regard to this matter foliowing its
decision on 23 December 1999, which esiabiished the
change of ownership of fixed to mabils traffic, in force since
1 October 2000.

Intarnet

The decision taken on 21 February 2001 dofimed the new
interconnection conditions for access 1o the Internet,

As a guding principle, the new access model integrates all
Internet trafiic in the interconnection regime, reptacing the
former model of Imernet generated telephone traffic
revanue splittng by a model based on payments by origi-
naticn.

The transition to this new intercannection modaf should be
cornpleted by 31 May 2001. Nevertheless, it was not possi-
ble untii the rnentioned date, to complete negotiations with
PT in order o establish interconnection cond:tlons for
Internel access.

As such, the Internegt Service Providers (ISP) will:.be respon-
sible for the definition of the price bome by the end-user in
accessing the Internet, paying the direct access operator
an origination price at a tater date.

As part of this process PT should go anead with tha publi-
cation of an Internet Access Relerence Proposall(lARP), thig
naving been concluded fast February.

The ICP #iso decided upon the maximum gross pricas to
beo applied in the internet connectiong, both in the case of
flat rate and timed rate (price per minute).

The maximum gQross price to be applied in the Internet
connections under tha flat rate regime will be, in local
access PTE 2,000 (EUH 9.98) during off-peak periods and
PTE 4,000 (EUR 19.99) in the unlimited access regime. In
one-way traffic access, the maximum gross prices will be
PTE 2,700 (EUR 13.47) during off-peak periods and FTE
5,100 (EUR 25.44) in the uniimited access regime.

With respect 10 the timed offers, the maximum origination
prces must correspond to the prices dofined for voice
traffic in 2001, being reduced in off-peak periods by 7.1%
in local interconnection. by 27.7% in one-way traffic and by
14.7% in two-way traffic. During the regular penods there is
ng vanauon,
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Locsl Loop Offer [LLO)

On 10 July 2000. the ICP launched the public consultation
process concerning the unbundled Local Loop Offer.

This offer 18 understood 1o mean the epening of the local
stretch of the fixed infrastructure from PT to other opera-
tors/providers of FTS, which was initiglly planned for 20
June 2001,

This offer IMends to promote compstition in the FTS,
maximising benefits for consumers with a wide range of
services, namely broadband services using DSL {Digital
Subsgriber Ling) tachrology.

On 7 Novernber, taking into account that stipulated in the
European regulations regarding this mater, the ICP decided
ta bring the LLO forward 10 1 January 2001, which was to
be avaiiabla from this date onwards in the complete access
and shared access modes. However at the time of publi-
cation of this raport, none of these modes have been madea
available.

Based on the ICP degisions, PT drew up a Referance Offer
for Local Loop Access (ROLLA), which contains the general
conditions that govarn acgess to the PT network, as well as
the applicable prices. The ICP is yet to give its reaction lo
this docurment.

Universal Mabile Telecommunications System (UMTS)
On 1 August, a Public Tender was opened for the granting
of four national licences for the International Mobile Tale-
communications Systems (IMT2000/UMTS), the bidders
having to deliver their proposals by 29 September,

This new mobile communications system will enable the
provision of high-quality rmultimedia services able to
transmit videc in portable terminals, thus opering the path
1o convergence with other technalcgies with throughput
that could reach 2 Mbit/s and bring access to new contents
o the massas.

4 66F] 0N

Under the terms of the tender regulations, the candidates
were assessed based on the following criteria in thig order
ot Importance: contribution towards the Informaticn
Soclety; contribution towards effective competition: quality
of the technical plan, including the infrastrugture sharing
conditions; quality of the economic-financial plan contribu-
1on towards the development of sustamed 8CONOIMIC
acuvity,

In the assessment of propesals, value was!given 10 the
supply of national roaming Oetween third |and sacond
generation systems, as wall as o the sharmgl of infragtruc-
tures,

Inits tencter g, Telecel Vodafone offsred natiOnal roaming
10 operators that ¢id not have a GSM Iucence and the
sharing of inkrastructures with ail operators bidding for a
UMTS licence. An ambitious coverage plan wés presentad,
which considerably excesded that required b‘ﬂ] the contract
conditions. '

With regard 10 Information Socicty, Telece! Vodafone
proposed carrying out projects that would enable most of
the Portuguese population to have access to the widest
range possible of UMTS services.

in order to achieve this geal, Telecel Vodatone Intends to
carry out a set of special offers. both in terms of tarifs and
complementary actions, such as support for research and
training. the implemeantation of structures such as specific
Customer services or vertical portals and even the davelop-
ment of specific equipments and services, aimed at
premoting use of the service by citizens with special neads.
In order to guarantee the davelopment, undenaking and
accormpaniment of these further actions, Telachl Vodafone
committed itseif to create a foundalion, with donations
planned for the first year of PTE 1 bilion (EUR s miltion).

On 19 December, the Minister of Social Fagilities granted
Telecel Vodatone a UMTS Ucence, its proposal having
been classified in first position,

The licence granted to Telecel Vodafone is valid for 15
yeers and implied the payment of an initial fee of PTE 20
billion (appraximarely EUR 100 milion). ;

i
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Significant Markat Power [SMP)

In August, the ICP declarad Portugal Telecom as an antity
with Significant Market Power in the markets of intercon-
nection, fixed teleghone networks and/or fixed teleghone
services and rented crrcuits. Consequently ttws company
must respect the prnciples of transparency and guidance
concerning costs in the fixing of the prices for these services.
Likewise, the operators TMN and Telecel Vodafone were
declared as entities with Significant Market Power in the
market of mobile telephone networks and/or mobile tefe-
phone servicss.

Telacel Vodafone is thersfore subject 10 3 set of obliga-
tions. among which the most significant concern is the
availability of access to the network, including access in
distinct ponts from the aetwork termingl points offered to
the majority of end users, and the provision 10 all those
desiring interconnection, of all information and specifica-
tions required for interconnection, '

Also in August, the ICP showed its understanding with
regard to the applicabiity of the criteria used in the assess-
ment of significant market power.

Based an this interpretation. the ICP promoted a public
consultation with the interested parties through which op-
erators were asked a series of guestions about the criteria
for the definition of the market, with particular focus on the
naticnal interconnection market,

Based on the comments gathered from this process. the
ICP decided that revenus was the most appropnate indi-
caror to assess the market and the market shares, being an
intringic ¢riterion to the very concapt of market power.

In accordance with tha criteria adopted, Talecsl Vodafone,
in the yaar 2000, was not declared as having significant
market powar in interconnection. In case the Company is
considered as having significant market power during the
course of the year, Telecel Vodafone will have o offer inter-
connection prices guided by costs.

It is expected that during this summer the ICP will under-
take a reassessment of the antities with SMP in the inter-
connection market.

| TELECEL VOOAFONE | RERORT AND AZCOUNTS 0L | MAIN EVENTS |
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Number Portability

Following the public discussion initiated last February, the
Mirister for Social Facilitles. through the issung of an official
communication daled 23 Jure, decided that operator
portapility in the fixed telephone network and the ntegrated
services digital network with (ISON) would be introduced by
30 June 2001 and that operatar ponabiity in 'the mobila
telephcne network should be introduced by 1 January
2002. !

in order to implerment this process, the ICP uthorised.
through a decsion taken o 14 Decernber | 2000, the
cpening of a limited consultation for the selection of the
Raferance Entity (RE) for pontability, which will be respon-
sible for the development, installation, resting,; operation,
maintenance, management and updating of the database
which wili include. among other details. the numbers for the
diversion of calls to transferred numbers, ftransferred
numeers and transactions between operators.

In February 2001, the reference entty for pertability was
selected.

The Asgsociation of the Telecommunications Private
Operators (Aprital) hag an actve role in the greparation of a
protocol agreed with the ICP and with the operators which
have portability cbligation, aiming at the defin{tion of co-
operation mechanisms in the process of the neeted sctions
for the implementation and development of portéability.

1
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TELECEL VODAFONE ON THE STOCK
MARKET

Telece! Vodafone ras a share capital represented by 215
million shares with a nominal valua of EUR 0.5 each, making
a total of EUR 107,500.000. Vodafone Eurape B.V. holds
50.89% of the Companys share capital, the remaining
49.11% baing dispersed on the Lisbon and Oporto Stock
Exchange.

In the period from Aprit 2000 to March 2001, the price of
Telecel Vadafone shares followed the downward trend of
companies n e Telecommunications sector throughout
the world, decreasing around 43%,

The price c! each Company share on 31 March 2001 was
EUR 11.55 (PTE 2,316), whnch transiates nto a 191%
increase since the initial public offering {on @ December
1996). whilst the valuation of the PS! 30 index over the
same period was 111%.

At the end ot March 2001, Telecel Vodafone was the
seventh largest Company in terms of market capitatisation
(EUR 2,483 million equivalent 0 PTE 498 biilion) listed on
the Lisben and Oporto Stock Exchange, having rgen in
valua almost threefold sings its public offer. |

[
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CORPORATE BODIES

On 31 March 2001, Telecel Vodafene's corporate bodies
wera constituted as follows:

General Council

Vodafore Europe B.V, - representad by 'an Maxwell
(Chairman)

Adriana Nugter

Daniel J. Hess

Micheel Pitt

Thomas Geitner

George Koronias

- Ong place remains open - (Diogo Alvas Dinis Vaz
Guedes asked to be reffleved of his duties in September
2000}

* Through altsrarion of the statutes on 4 September 2000,
the company nama of Vodafone AirTouch (Europe) BV,
was changed to Vodafong Europe B.V.

Ganearal Assembly Board

Carlos Manuel Chorao Tavares Aguiar (Chairman)
Cristina Marla Arroja Minoya Perez do Amaral Frardo
(Secretary)

Susana Paula Ameida Guerra Mendes Cardoso de
Almsida (Secretary)

Chartersd Accountant

Sociedade Ledo, Morgado ¢ Associados — Sociedade ge
Revisores Oficiais de Contas (SRCC). represented by
Manuyel Maria de Paula Reis Boto

Managemant Board

Anténio Rui de Lacerds Camapatose (Chairman)
Antonio Manuel da Costa Coimbra

lan Thomas Johnson

Faul Michas! Roberti

Paulo Jorge Gongalves Pereira Rodrigues da Sliva
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COMPANY STRATEGY

Talecel Vedafone is a telecommunications operator dedls
cated 1o mesating the communicaton needs of s Cus-
tomers, aiming at creatng recognised top quality and value
sarvice offers. It defines its posiioning as a telecommunica-
tions and information operator, with partculer focus on
mobils services, committed o the mohile - Internet conver-
gence. It also provides a complementary fixed services offer
and invests in information technology projects that will
further generate communications revenue,

Telecal Vodafone's strategy is bassd on providing an
extremely competitive cffer in all areas of its activity in crder
to attract and retain the most valuable Customers of each
markel segment. Telece! Vodafone looks to maximise 1ts
telecommunications service revenues through a wide-range
and high-quality offer, aimed at satisfying all of its
Customers' communication needs, using the most appro-
priate technology o de so.

Wilh itz business based on mobile telecommunications
sarvicez, the Company's vision is 13 bs an efficient and
profeszional management reference, providing a high
quality public service. Telece! Vodafone is one of Portugal’s
(argest, most profitable and most prestigious companies,
recognised for its Custorner onentation, its innovation. its
professicnalism and the ethigal manner in which it operates
its activity.

Telecel Vodafone has maintained its differentiation due o
the foflowing factors: the wids coverage and high quality of
its ceflular communication netwerk; a Customer Support
Service of excellence; continued leadership and innovation
i Marketing; a competitive and wide range offar of innova-
tive and useful services: ongoing development and adapta-
tion of its several professional and dymamic distribution
channels to tha market esvolution.

In 2000, Telacel Vodafone continued to siengthen its
assets and intarnal skills in order to be prapared to take full
advantage of the oppertunities afforded by the Portuguese
telecommunications market, especially with regard 1o the
technological developments linked to cellular services and
its convergance with the Internet. ‘

Telacal Vodafone intends to play the same roie with third
generaticn (UMTS) that it did with GSM: o ba the key
growth driver of the mobile market in Portugal, leading the
mobile - Internet convergence. The Company aims to make
advanced and innovative servicas available to the Poru.
quese population as soon as the technological and opera-
tional congditions enable it to do so, procseding with the
progressive migration of its entire Customer base to the
naw standard.

Telecel Vodafone continues o be well placed to achieve its
main ams: the perscnal and professional fulfiment of its
Employees snd the satisfaction of its Shareholders, maxi-
mising the valug of the Company by mesting the globa)
communication needs of its Custemers.
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THE TELECOMMUNICATIONS MARKET
IN EURCPE

The Cellular Market in Europe

The year 2000. witnessed the highest ever annual growth in
the numeer of users of mobile telephone serviceg in
Eurepe. tis estimated that, during celendar year 2000, the
marker attracted 85 milion new Customers. reaching, on
31 Decamber 2000, a total of 242 milion cellular Cus-
tomers in Europe.

The averzge peneiration rate of mobile services in the
European Union, Norway and Switzerland at the end of
Decemnber 2000 reached 62.8%, therefore, surpassing the
fixed service penetration rate (54.7%). This was a rize of
22,3 percenlage points relative 10 the end of December
1988, the largest ever annual increase. The Scandinavien
countries and Austrta continug 10 have the highest celiuiar
1slephone penalration rates in Eurcpe, with Norway leading.

with around 81%. Nevartheless, those penstration rates are
inflaled by the number cf inactive Customers in the market.

Pre-paid preducts continued to be the driving force behind
the development of the European cellular market.
accounting for approximately 79% of new Customers in
2000. It is estimated that the proportion of pre-eaid
Customers on 31 December 2000. had reached 61%,
which is an ingrease of 11 parcentage peinls compared (o
the and of Decembser 1989. Portugal ang Haly continue to
have the highest preportion of pre-paid service Customers
in Europe (arcund 80% of all cellular service Custormers),

In 2Q00, the Portuguese celluiar market conlinued (¢ stand
our in Europe, recording large increasas in mobile telephone
penetraucn rateés as a proportion of the total pepulation,
and remaining acove the European average. Alec worthy of
mention is the callular servica revenue as a proportion of
GDFP. which rose o 1.9% comparing to a European average
of 1.2%. This shows that Portugal is one of the countries
with the highest deveiocpment rate in mobile welephone ser-
vices, in comparison to its European partners,
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The Internet Market in Europe

The axpectations with regard to the Internet market during
2000 were shaken with significant reductions in the share
prices of companies fram the so-called “New Economy”, in
stock markets throughout the world, The realisation that not
&l could be winners, that value anslysis and sustainability of
the business mode! are crucial, that the favourable capital
borrowing conditiens would not last forever, and that some
projects did not have conditions to survive, brought an end
lo the suphoria expsrienced up to then in the financial
markats.

Notwwithstanding the financial markets, 2000 was another
year in which the Intarnat market grew, namely in Europe,
both in terms of the number of users and the revenua
generated, However this growth continues not tc be
unifarm as the countries from the North of Europe have the
Ighest penetration rates, whilst in the Scuthern countries
lhe penetration ratés are much maore modest, At the end of
Decamber 2000, the genetration rate for Inlernet access

services in Europe reached 30.7%. Portugal, with a pere-
ration rate of about 20%, remains at the lower end of the
scale in comparisen to mest Eurogean countriss, Mention
shouid be made, however, o the faci that those penetration
rates are overstated by the number of inactive Customers in
the market and by muti-counting of Custorners due to the
general availabilty of the Internet free access model,

Recent data released by the European Commussion shows
that the Eurcpean average of homes linked (o the Intarnet
rose from 18% to 28% between April and October 2000 .
Sweden, Denmark and Holland have more than half of
homes finked to the Web. Al the end of March 2003, the
same data shawed that abcut 40% of the European popu-
jabon uses the Internet, even if only occasionally, Studies
cartied out by market analysts show thal ponals are the
most popular Web pages wvisited by Eurcpean users -
followed by Internet Service Providers' websites.

2 INTERANET PENETRATION RATES IN EUROPEAN COUNTRIZS® - 31/12/2000
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The Fixed Telephone Market in Europe

The comglete lierslisaticn of the Telscommunications
secter in the countries of the Europsan Union was
conciuded on 1 January 2001, when Greece aiso enabled
sccess to al segments of the fixed service market, This
process was initiated in the United Kingdom on 1 January
1882, most Western European countnes following suit in
1998. Spain, Ireland, Portugal and Greece were, raspec-
tvely, the fast countries 10 bensfit from the extensions
granted by tha European Union. It is expected that the
complete liceralisaton of the Telecommunications sector
wifl reach the group of East European countries over the
next two years,

The liberalisation of the fixed telephone service has led 1o,
as was expected, increasad competitiveness in the marker,

with the sntrance of saveral new operaters. The increased *

competition benefitad first and foremast the users. who

were able 10 have aceess to a wider range of services.
better quality and at mere reascnable prices, as well as
specialised and more efficient Customer care senvices,

Penatration levels of the fixed telephone service in Europe
have remained relatively stable in recent years, and in some
countries the penetraticn rate has in fact gona down, such
as in Sweden. The replacement of the fixed telephons by
the mobile telephone, resulting from the strong growth in
mobile services and its potential. is the main reason for this
development. It is estimated that the average penetration
rate of the fixad telephone service in the European Union,
Norway and Switzerland had risen o S54.7% by 21
December 2000. The Nornthern countries continua 10 have
the highest penetration rates of fixed telephone services in
Europe. whilst the Ibenan countries have the lowest number
of lings per inhabitant,
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THE TELECOMMUNICATIONS MARKET IN
PORTUGAL

The Cellular Market in Partugal

2000 saw the highest ever growth in terms of number of
Customers of cellular telephone services in Portugal, the
penstration rale increasing approximately 20 percentage
points in the calendar year 2000.

At the end of December 2000, anc according to ICP
released fAigures, the number of cellular lefephone Custo-
mers in Portugal reached 6.7 million. In March 2001, the
penatration rate of the service reached 71).4% in tarms of
registered Customers. [t is sstimated that around 10% of
total Customers are inaclive.

e NUMBER OF MOBILE TELEPHONE CUSTOMERS IN PORTUGAL

BO%

« Ziarce Q¥ Corropny Reperie

The mass consumer segments, charactensed by a lower
usage lsvel and where the attraction tc this type of services
is determined by personal rather than professicnal reasons,
were, as in the previous year, the migin contributors to the
strong growth levels, This was understoed by the fact thar
in 2000, the market was oncs again dominated by pre-paid
service products, such as the Vitamina family of products,
which recsived the main acvertising campaigns and which
represented the maijority of new Customers. At the end of
March 2001, the proportion of pre-paid products on the
Portuguese market increased 10 80.2%, which reprezents
an increase of 1.5 percentage points comparing to the
78.7% registered at the end of Margh 2000,

The high degree of campelitiveness that characterises this
markst is dermonstrated by three factors: () various alter-
ations 1o tariffs throughout the year; (i) launchmg of new
products and services: (il high number of terminal equip-
ment promotional campaigns.
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The Internet Market in Portugal

The year 2000 witnessed accelerated growth in the Poru-
guese Internet access market, mainly explained by the
general aceeptance and use of free access products on the
market, The entrance of new operators. leading to more
aggressive competition, contrdiouted tQwards encouraging
the use of and accass to the Intarnet by the general public.

Official ICP data recorded slightly less than 2 million Internst
access Customers at the end of December 2000, an
increase of 318% i just one year, The clear preferance for
frae access services is shown by & growth in the proportion
of free access products in the overall total. up from 74.8%
10 87.5% between the first and last quarters of the calendar
year 2000, Indeed, it is estimated that only one third of the
registared Custamers in Inlermet access services are active.
This results from the fact that a Customer may be registersd
in mora than one Intarnet access operator. given that frae
access is now broadly used in Portugal.
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The ICP estimales that internet penetration at the end of
December 2000 was 19.8% cf the population - a figure that
shows the rapid growth when compared to the penetration
rate of 4.7% at the end of December 1993, or even the
Q 2% at the end of March 2000.

Oata released by the Eurcpean Commission referring to
QOctober 2000, indicaied that 18% of Portuguese homes
are linked 1o the Intermet, Althaugh this figure puts Parugal
at the lower end of the European scaig, it shows a strong
increase comgared to the 8% penetration level in homes
recorded in April 2000,

According to data from the company Merktest, desgite the
fact that 32% of the Portuguese populalion had access 1o
the Intemet at the end af Decamber 2000, only 20% of the
Portuguese requlsrly Lss .

in an effort 10 charactense the population cf users,
according tc the same study, 80% of Internet users are
male, 38% are studems, 23% are middie management or
senior staff. 57% are aged beween 18 and 34 years and
32% live in the Grealer Lisbon area with 17% residing in the
Nerthern coastal region.

AGCEess i3 most common at home (17% penetration),
compared 10 anly 3% in the same period of 1999, when
penetration of home access was lower than access in the
workplace (8% in 1998 and 12% in 2000}, closely followed
by access al school/university (8% i 1999 and 9% in
2000). Portuguese uzers continue to make e-mail their
number one Internet activity and entertainment continues to
be the chief reason for using the intarnet.

The Marktest study shows that 3% of the Portuguese nave
already bought preducts and/or services through the
Internat, represanting 13% of Internet users. The most
commonly purchased items continue 1o be books, CDs and

PAG 32
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records. hardware and sottware, The mest commonly
expressed reascns for buying on lhe Internet include the
ditticuity in finding the product focally, lower prices and
cenvenience. The most usual methods of payment are
through credit card and paymsnt on delivery,

The Fixed Telephone Merket in Portugsal

The full lineralisation of the fixed telephone service arrived n
Portugal on 1 January 2000. enabling new cperators
ficemsed by the ICP to launch their cffers, both regarding
indlirect Fixad Accass and Direct Access.

Cn this date only indirect Fixed Access services (or long
distance and intermational communications were legally
made available, using call by cail selection. Only later, n
Qctober 2000, could Customers benefit from the automalic
pra-selection cperator [unctionaiity and on 1 January 2001.
local and regioral calls and calis © national mobile
netwarks were liberalised. ’

Over the year 2000, Direct Fixed Access services were also
made available by the new cperators, aimed predominantly
at the corporate market segment. As access o the local
loop and to the use of DSL (Digral Subscriber Line) tech-
nology were not yet available, the new operators have
carried cut their activity based on private Fixed Wireless
Access netwerks and bulding fibre optic metropalitan
networks in addition to using rented circuits from the incum-
bent operster.

The strong competition immediately brought about signili-
cant tariff raductions. which, for some types of commu-
nication, reached 80% compared 10 the prices previously
charged by the historical operalor. The diversity and innc-
vaticn of the teriff plans, the changing in calls' classification
schermes and the specialisation of the Customer support
services were othar clear benefits ol the increased comgeti-
tiveness of the markert in 2000.
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TELECEL VODAFONE CUSTOMERS
AND THE SERVICE OFFERED

Telecel Vadsfone Cellular Services
MAIN INDICATCRS

In the period from April 2000 to March 2001, Telecel
Vodafone anjoyed the highest sver annual growth In the
number of new Customers, attracting a further 683,873
Customers, i.e. a twofoid increase in the numbsr of new
Customers gained in the sama pericd the previous year. As
3uch, the Company's Customer base grew 38.1% bringing
the total Lp to 2,478,000 caliular Customers at the end of
Marcn 2001. it should be mentioned that around 7% of
Telecel Vodafone's Customers, at 31 March 2001, were
inactive, which means that they did not generate revenue in
the three months ended on that date.

2 NUMBER OF CELLULAR CUSTOMERS AND NET ADDITIONS

2,500,000

2,000,000

= 1,500,000

g 1,000.039

100,000

. Totw Celular Customers

[}
1983 193¢ 1888 1896 1997 1888 1839 2000

o Soues: Compay Reparts,
= Trs yaar (IS rgfem 10 e (4 .mormn penod mom 3 Jemiory 1999 (2 31 Maren 2000 (38e chamer
V8, Alwrniion 10 e Francus and Reporting Yaw,

The Vitamina family of products, which is characterised by
the absence of a monthly subscription fee linked to the pre-
payment services and specially geared towards tha mass
consumer segments, was responsidle for afiracting the
majerity of new Telecat Vodafone's Customers, At the end
of March 2001, the pre-paid Customers accounted for
approximately 75% of the Company’s tctal Customer bass,
which was up from the 72% recorded at the end of March
2000.
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Telacal Vodafone's monthly average revenue per
Custamer (ARPU) in the cellular business was PTE §,341
(EUR 31.83) for the twelve menths ended 31 March 20071,
3 3.0% decrease from the lgvel attained in the same period
of the prior year. The ARPU evolution in 2000 is s result of
wa opoosite effects. On the one hand, ARPU was influ-
enced by extraordinary subscriber growth and by the
expected shift in the fixed to mobile tralfic ownership from
1 Qctober 2000 a3 the Company started to account for
fixed inbound revenues net of inbound interconnect Sosts.
On the other hand, in addition to the usage and wireless
data services positive trand, cellular ARPU was infuenced
by the upward adjustment on the interconnection rate with
mobile operators. On a comparable basis excluding these
effects, ARPU woulg hava decreased about 8% trom the
tweive manths 10 March 2000.

Howsver, the recent. cavelopment! of the ARPU suggests
sigbilisation, even registering an increase in the monthly
gverage revenua from Customers of post-paid services.
It should also be noted that the average revenus per

PAG 38

Telecel Vodatone cellular Customer continues to be above
the average in Portugsl, keeping Telecel Vodafone in first
place as the operator with the highest ARPU in the
Portuguess market.

Usage of the mobile service, measured as the monthly
average number of voice billed minutes per cellular
Customer, decreased to 135 minutes. but conlinued to
show positive elasticity when each tariff plan is analysed.
The reduction from the previous year figure, Is directly
related to the large increase in the numier of Customers in
2000, coming mainly from the mass gonsumption segment,
where lower usage levels are recorded.

The penatration rate of Talecel Vodafons's short message
service (SMS) on the total number of celluiar Customers
doubled from around 20% in March 2000 to 40% in March
2001. On average, each registered celular Customer
generated 33 written messages in the month of March
2001, i.e. three times more than the nurmber of messages
generated in March 2000.
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The average cost of aftracting each new cellular Customer,
calculated by summing the advertising expenses. commis-
sign to distribution channels, cost of the weicome package
with SiM {Subiscriber identity Module) card and margin on
cellular tefephone sales, improved by 17% compared 10 the
previous vear, to arcund PTE 25 thousand (EUR 125) in
2000. This was achieved mainly through a reduction of the
terminal equipment subsidy in the pre-paid segment.

2 MONTHLY CASH COST PER CELLULAR CURTOMER

The average monthly cash cost per cellular Customer
(CCPU) remained stable in comparison to 1993, at PTE
4,224 (EUR 21.07) in the twelve months ended March
2001. The reduction ¢f this ralic was not pessible due to
the increasa in total Customer acquisition costs, resulting
from the strong growth in the number of Customers in 2000
Bnd by the increase in the interconnaction tariff with the
mobile operators,
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Dus to the extramaly successful Custemer lovalty pregrams
implemented by Telecel Vodafone and despite the higher
reprgsentation of the mass consumer segment in the

Customer base, Il was pessible to reduce the annuallsed rELacEL T
churn rate to 23,7%. © wodatons
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MAIN EVENTS

Telecel Vodafone Network

The year 2000 witnessed 3 significant expansion in the
Telecel Vodatane cefiular network, ooth with regard to the
number of base stations and (he number of switching
centres.

The optimisation of the network continued © provide
Customers with improved levels of coverage and quality of
service, As canfirmed by both internal and extarnal reports,
Telecal Vedafone successfully maintained the high quality
of services provided for its growing Custcrar bass.

The Company remaired the markat leader in Portugal with
ragard to the introduction of new technologies and services,
espacially concerning data transmissicn. The GPRS (Gen-
eral Packet Radio Service) network was launched and
Telecal Vodafone was the first cperator in Portugal to
demonstrate a oate call using this technology. Through the
avallapility of higher data throughput, GPRS will grovide the
and user with valuable functions and services, also snabling
permanent connecticn to the Internel.

Also in the mobile data area, the network was strengthened
by the addition of a new SMS-C ncde. 1o cater for the
substantial rise i the number of written messages (SMS)
sent by Custormers, Furthermore a Unified Messaging Pro-
cessing platform was launched, being Telecel Vodatone
the picneer in the introduction of this type of service in
Portugal.

ATM (Asynchronous Transfer Mode) and SOH (Synchro-
nous Digital Higrarchy) equipment was launched, enabling
Telecel Vodafona nat only to rationalise and optimise its
transrission network. but also 1o provide daia services at a
high tevel of guality, In addition, Telecel Vodafone contin-
ued to expand its microwave transmission network, pro-
viding effective alternatives to networks rentad from fixed
operatars.

New pre-paid services were launched using the Intelligent
Network Platform, which allowed an increase in both ths
cuality and diversity of pre-paid servicgs, The Company
also completed the successful migration of all its Custom-
ers to a new Voica Mail Systemn that will enable the deval-
opment of naw message processing funclions.

The year 2000. also saw the launch of a new platform that
allowed several useful roaming services to be provideg for
Customers, such as the access via a shornt code 10 voice
mall (123} and to the Customer Support Service (16912)
whilst roaming, and the reception of a welceme message (@
the roaming users of Telacel Vodafone's network.

4 00870

Several jaint projects wers staned with other companies
belonging to the Vodafone group, providing a significant
pocling of effart and important advantages arising from cost
reductions,

Customer Support Service
During the year 2000, the Customer Support Service
continued tc expand its scape. now also providing support
10 the YORN business area.

A new cutsourcing managemen! approach was adopted in
the Contract Centre and administrative areas in order o
make all the processes mors flexible whist remaining under
the aegis of the ISO 8002 guality control system, under
which Telece! Vedafone's Customer Suppont Sehvice is
centified by APCER (Portuguese Cenification Asscciation)
since 1888.

Also warthy of mention is the impiementation of the SIEBEL
application, supporting CRM (Customer Relationship
Management). This, together with the complete raview of all
attending processes allowed the reduction of call’s duration
and facilitated access to information, hence enabling the
needs of Telecel Vodafone Custormers tc be mel in terms
of speed and quality of Service.

The analysis, development and training undertaken, as well
as integration with billing, printing, contact management
and intranet systems will pave the way for other project
phases 10 be started in 2001. These will encompass self-
carg, e-care and cross-seling processes, which are indis-
pensable to facilitate Customer access tc information and
product and service offers.

Communication

The strategic repositioning undertaken in 189S was
reflected in communication during the year 2000. Its main
objective was lo consohdate the image of leadership n
innovation of products and services aimed at meeting
Customer needs, eliminating the element price as a differ-
entiation policy.

In September 2000, a camgaign got underway launching a
naw brand - YORN - gsarad towards the young segment,
It was decided not 10 carry oul 8 mass communication
strategy and most investment was directed tawards “below
the ling” communication. As a result the brand quickly
achieved high recognition levels in its target segment.

From January 2001 cnwards, the Company began to
emphasise its association with the Vodafona Group.
through a progressive finking of the Vodafone brand to the
Telacst brand in its commurication. Hence, a smooth
process towards the incorporation of the global Vodafone
brand was begun aimed at tranmsferring Telecel values,
clearly and effectively, to the Vodafone brand in Perugal.
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With regard 1o sponscrship, Telecel Vodafone continued
to invest in the footbail, continuing as the principal sponscr
of Benfica Foatball Club (Spart Lisboa e Benfica) and also
an official partner of Ponc Football Club [Futebe/ Clube do
Poro). These sponsorships, logether with investment in
motor sport and in athletics, the latter as an official sponser
cf Sporting Football Club (Sporting Clube de Portugal) and
of Maratona Athletics Club (Maratona Clube de Portugaf),
play an imporant role in the brand migration process,
namely in building aweareness of the new idantity.

Products and Services

The communication needs of the Company’s Customers
went deyond the primary function of voice communication
a long tims ago. For an already substanusl, and increasing,
part of these Customers, the mobile telephons's potantiali-
ties are being exploited. not only for professional and
working purposas ag for enterzinment,

This vision has lec Telecel Vodafone to the conclusion that
it is vital to provide an enticing portfolio of pragucts and
services that, owing (0 their wide-ranging and innovative
naturs, fully satisfy its Customers,

Talacel Vodafone conunues 10 lead the way in innovaton,
both comeerning the diversity of solutions it provides in the
face of competiven and regarding the services that were
launched throughout the year under analysis, In turm, some
gxising services were developed and enhanced with new
functions.

Talecel Vodafone was one of the first European operators
1o raceive GPRS (General Packet Radio Service) technology
infrastructures and equipment. succassfully carrying out the
first GPRS call in Portugal in May 2000. GPRS technolcgy
was made available by Telecel Vodafone to pioneer
Customers in Septemier 2000 and was launched commer-
cially at the baginning of Aprit 2001.

The WAP (Wireless Application Protocol) service was
enhanced throughout the year with new content and ser-
vices. In May 2000, an on-ine brokerage sarvice was
isunched in partnarship with Banco 7, making it passtble to
carry out Stock market orders via mobile telephone, In
August 2000, the TeleMuitibanco service becarne available
through WAP. making it even easier to carry out banking
operations using the cellular telephone.

in Juna 2000, Telacel Vodafone [aunched the Vitamina H .

in the Portuguese market, a new rechargeable product with
inmovative characteristics that enables its users to choose
their M hour, which is the off-peak peried during which the
1ariffs are lower. Therefore, for the first ime. the mokble tale-
phone users themselves could defing the timetable during
which they would be abla tc make cails at reduced prices.

Also during June 2000, Telecef Vadafone announced the
introductian of BlueKite, a new product aimead at increasmng
mobile navigation speed over the Internat. through a panrt-
nershup with BlueKite.com. In September 2000, the
Company launched tme Data Compressor Service for
mobils access to the Internatl. By compressing the informa-
tion transrnitted it is possible to download the pages to be
visualised morg quickly, regardless of the transmission
technclogy used.

The Ringing Tones and images Service, made available in
Septemper 2000, aliows the custcmsation of the nnging
tones snd the scraen display of Telecel Vodafone mabile
Ieiephone Customers, It is @ servica also based in the send-
ing and reception of writlen messages, '

in September 2000, Telecel Vodafone launched a new
varsion of Ihe Vitamina H. in conjunction with the Swatch
"school” campaign. The initiative aims to help create condi-
tions that will allow the chiidren of Timer to return o schoal.

in Cotober 2000. a product diracted specifically towards
the young market segment was launched - YORN Power.
Taking advantage of the mabile, fixed and Internet skills
developed by Telecel Vodafone, a completely mntegrated
product was designed, toth in terms of packaging and
services, a man feature being the joint account between
the mobile and the card to access the fixed network, Ths
e-mail address is telepnonenumber@ycrn.net and the
numbers that maka up the Network 10 can be changed free
of charge at the YORN.net site and the WAP services and
reception of SMS information content messages can be
configured anc altered ar this sarme site.

In Ociober 2000, the Celular Location Service was
launched, which enabled the geographical position ¢f a
Telecal Vodafone GSM network mobile elephone [0 ba
determined, at low cast and without requiring any additional
equipment, Saftware compatible with the Windows systam
was alsc previded to make this service easier to use in the
management of large fleets. Telecel Vodafone was the first
operator in Portugal and amongst the first in the world to
launch & Iocation service that did not reguire GPS (Glotal
Pgsitioning System) equipment.

In 2000, a camplete solution for the management and
tracking of orders and deliveries was made available,
cansisting of the central computer application of manage-
ment and the SIM card loaded with the mobile application
to be used by couriers and drivers. Business Cusiomers
wera also given the possibility of connecting themselves
directly to the Tetecsl Vodafone Message Centre, enabling
the sending and raception of written messagss more
guickly than usually achieved by GSM telephons. This met
the needs of business organisations that make increasing
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use of the SMS service. both for sending information to its
employees or Customers, and for sending information
between computer equipment. The pragramme of certified
solutions was enhanced by the entrance of mere partners
that brought new solutions to the areas of fleel manage-
ment (with GPS) and the environment (with the monitoring
of ecclogical islands. telemetry and software for mgbie
devices), amangst others,

As pan of the Christmas solidarity campaign carried our by
Telacel Vedafone. from November 2000. Customers were
given the opponrunity of selecting which institution they
intended to benafit from a donation of up to PTE 10 milion
{sround EUR 50 thousand) cffered by Telecel Vodafone,
Five institutions that eperate in Portugal and abroad and
that are recognised by their gid 16 the underprivileged. were
ingluded in this campaign: Abrage - Poriuguese Asscciation
for Support to HIV/Aids Sufferers, AM! - international
Medical Assistance. Amorama - Poruguese Assaciation of
Pargnts and Frisnds of the Severely Handicapped,
Associagga Sol - Portuguese Association Supporting
Children Infected with the Aids Virus and their Families and
UNICEF - United Nations Children's Fund.

In November 2000, Telece! Vodafone modified the
Vitamina R product, meking it the mokile service with the
most competitive tariff during the evening and at weekends,
reqardless cf whather the call is destined for the fixed or
mobile network. Thergfors, it became possible 19 call any
network in the svening or at the weekend at the lowast
price on the market. and the sarme tariff was applied to all
the calls made by a Vitamina R 1o any other lelephons of
the Telecel Vodafone natwork.

In November 2000C. at ExpoTelecom, for the first time in
Portugal, the HSCSD (High-Speed Circuit Switched Data)
services with transmission rates of 14.4 Kbps per Time Slot
was demonstraled. Part of the strategy of creating new
products devoted lo faster mobile data transmission, these
services becama commercially available in May 2001,

November 2000 aiso saw the leunching of WAP cus-
tomisalion. enabling users, 10 configure their service in
accordance with their prefarences by grouping and ordering
content available, and giving access to e-mail, agenda
functions (contacts. tasks and notes), personal stock
market portfalio and various useful services.

In Dacember 2000, Telecel Vodafone anncunced the crea-
tion of a single interface for the reception and sending of all
types of mesgages - veice and written - the Unified Mes-
saging Service having been the first operator to provide this
service in Portugal.

The new call return function was sdded to the Voice Mail
Service in January 2001, which aimed to increase (raffic

generated from messages laf in the Voice Mail Service. This
néw function allowed a call {o be returned automatically to
the person who left a recorded message in the voice
malioox.

In January 2001, the Portuguese Certification Association
{APCER) certified the Quality Guarantee System for Talecel
Vodafone Shops, through the norm NP EN ISO 3002. In
1888, Telecel Vodafone was the first callular communica-
tions cperator in Portugal 1o have an area certified - the
Customer Suppon Service - which would later be joined by
the Technical Assistance area. The Telecel Vodafone
Shops thus became the third area of the Company o
cbuain the quality cartificate,

in February 2007, the Vodafone networks isunched the first
pan-Eurcpean service - the Euracal Service - which guar-
antees subscribing Customers a sing'e roaming communi-
cations ariff through the Group networis in Europe.

Ounng the year spesific STK (SIM Toclkit) applications were
pravided for some vertical markets, namely in the logistics
and transpen area. This offer was complemented by the
development of other specific applications tailor-made to
meet the nesds of business Customers. The STK is one of
the first forms of convergense between mobile terminals
and pernable computers, The SIM card enables generic
softwara 10 be run using the GSM lelephone as the inter-
face with the user for the inoduction and presantation of
dala and as a Two-way communication wireless terminal, in
February 2001, the second versicn of the Double SiM card
was made avaiable, which, tased on STK technology,
enables the sltarnate use of two teleghone numbers with
the possibility of re-routing betwesn each other.

In March 2001, Telecsl Vodafone began to offer its roaming
Custcmers registered in operator networks belcnging 1o the
Vodsfona group, the possibility of simplified access o its
voice mail box (123) and to the Customer Support Service
(16812). in exactly the same way as if they were in Portugal.
In providing this option, Telecel Vodafone has taken the
first step towards the implementaticn of the Virtual Home
Environment concept.

Tariffs

Between Apnl 2000 and March 2C01. Telecel Vodafone
continued 1o consclidate its image of leadership and inno-
vation in tariff plans. This was exemplified with the launch of
new price plans and pariodic lariff promoticns, the restruc-
turing of existing tariff plans and the offer of tariff plans
equivalent 10 those of compsting operators.

In June 2000, the Vitamina H was launched. whosa innp-
vative tariif enabled the Custemer 1o chooss the time of the
day at which he/sho would prefer to make off-peak calls
(morning, afterncon er evening). The tarffs are identical,
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regardiess of the destination network, benefiting from an
additional 20% discount whenever the Customer exceeds a
given level of usage. A promaticn was held from November
to January that allowed Vitarnina N Custormers, in addition
to the features of the plan, to send 150 wnitten messagss a
week free of charge (valid on the Telecel Vodafone netwark
and during the off-peak period chosen), making this
Vitamina particularly suitable for Customers thal make high
uss of this service.

Specific tariff plans were also introduced for the Customers
of the Autenomous Region of Madeira. In Ocicher 2000,
the FPlano Telecel Madeira was launched in the regular,
rechargeable version, and in March 2001, the Pack
Atiéntico was released. In the Telecel Madsira plans, all

communications made'in the Madeira region benefited trom '

reduced tamffs, whilst the Pack Afldntico included 100
rminutes for just PTE 1.000 (EUR 4,98) per monith,

Following the success of the Summer 1288 60% Conus
promotion, Telecel Vadafene launched another special
tariff campaign for the summer period between 13 July and
15 September 20C0. This Summer Campaign. based an
the super-economical tanff, enabied most Customers to
penefit from a tariff of PTE 2.5 (EUR 0,01) per minute aftar
the first minute. (N cemmunications within the Teleca!
Vedatone network from 11:00prn to 8:00am the following
day.

Betwesn 15 September and 2 Cclober 2000, in the context
of the Sydney Olympic Games, a special tariff was created
for voica. data and fax calls 1o Australia and received calls
while roaming in this country. The promoton, applicable to
all tariff plans of the cellular network and the 1091 network,
led to a reduction of up to 73% in GSM tariffs and up lo
85% in indirect fixed access tariffs (10971),

With regard to pnca changes made cver this peniod, we
highlight the lowered tariffs of the Vitaminas T and R
carried out in November. In the case of Vitamina T, the
reduction was 17%. The Vitamina R taritf, meanwhie. no
longer praclised a discount in communications betwaen
Vitamina R services and, following reguctions of up to
31%, becams the mast competitive Vitamina to use during
the Privatas Timetable, In February the Vitamina P tariff went
down by as much as 27%, the new lariff being PTE 4.8
(EUR 0.02) per minute within the Telecel Vodafone
network after the first minute, thus being the ideal choice for
Customers that value long-duration calls,

As for the Regular Tariff Plans. the Pack Total 15 bscame,
in February 2001, the most appropriats plan for Customers
who use the cellular sarvice less, given that it Currently has
the lowest price on tha market (PTE 1.989 or EUR 3.92,
including VAT), It now includes, n addition to the 15 minutes
to be used st any time, 15 extra minutes for the weekend.

The NexiCel plans. characterised by being linked 10 packs
of minutes able 1o be shared by a defined number of ser-
vices of a single account, were also restructured, now dif-
lerentiating calls made to the Fixad Network.

In paraflel, the duplication strategy of equivalent 1anff plans
of compeung operators (TMN and Opumus) was main-
tained, aimed ar taking the price alamant out of the deci-
Son-making process, thus alowing Cuslomers to make
their choice according (o other determinant factors in the
use of the cellular service, namely the coverage and quality
of the network, ditferentiated services and Custormer
Suppor.

YORN Power, a pre-paid pragduct launched by YORN in
Qctober 2000 has a minimum accumulated [Qad of PTE
4,000 (EUR 18.95), every wo months, which leads o a
strong flexibility in loads. Customers are able to select from
PTE 1,000, 2.000, 4.000 ang 8,000 (EUR ¢.98, 298
18.985, 32.90). A simpla and nnovative tariff plan was intro-
duced without psycholegical prices {e.g. PTE 8. 18, 59 or
99). Network 10 was a new congept in tariffs, anabling
management of the personal contact netwark. changing 1t
at any time free of charge through the Internet, A single tanff
is applied 1 10 numbers from any network, on any day and
at any time: PTE 30 (EUR 0.15) per minute, with per second
billing after the first minute.

Ancthar of the fundamental characteristics of the YORN
tanffs is the promotion cf the elastcily of the SMS traffic.
making writen caommunications between mcbile tele-
phones exiremely accessible to the mulimedia generation,
which was begun with the pre-adherence campaign that
included 5,000 messages, during one year, &t PTE 1 (EUR
0.005). Currently YORN ffers the lowest SMS tariffs on the
market at PTE 8 (EUR 0.04} tc Telecel Vodafone mobile
telephanes and PTE 18 (EUR 0.09) to other nstworks,

In January 2001. YORN launched the Super Power. This
tarifl enables calls tc be made between YORNSs, on the
Newwvark 10, for just PTE 5 (EUR 0.02) cer minute after the
first minute of conversaton.

Customner Loyalty Programme

Between April 2000 and March 2001, Telecel Vodafone
maintzined its commitment (o Custemar loyalty through its
innovative Clube Viva programme. in this pregramme
points are attributed to Company Customers based on the
value of thair consumpticn of Telecal Vodafone services,
which can subsequently be exchanged for free voice calls
and written messages, or discounts on equipment and
accesscrnes.

The various offers making up the programme depend on the
different amount of points gained, which enabies a wide range
of produgts to be provided, suitable for the vanous segments,
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Over this peried the Clube Viva offer was renewed three
times {sixth, seventh and eighth vergions), making sure tha!
the varteus catalogues accompanisd the most recent rele-
phonre lauriches on the market. Especially notewarthy, in
the seventh version, is the pessibility of exchanging points
for packs of written messages,

With regard to the ordenng process. improvements were
mage to the degree of automation through a CAM
(Customer Relationshic Management} ool It is now
possible 10 request the crder form for accessories and
packs of calls through the Imernet. A system of sending
written messages and letters 10 Custamers was also intro-
duced, so that they may keep rack of the whole process,
ansuring quality in the service provided,

Penodic campaigns were carried oul offering specitic
eguipment, aimed at maximising the degree of Customer
sansfaction ang loyalty. The participation in the Clube Viva
programme continues to be very significant, as waell as
having excellent racall and satisfaction rates.

Distribution Channels

In 2000, Telecal Vodafone contnued o enlarge the gec-
graphical coverage of its distribution network improving its
respective proximity to the Customer base and target
markets, The Company's sales organisation 1s based on
direct channels through its own shops and sales teams,
exclusive indirect channels (agents and retailers) and non-
exclusive channels, through resellers and hypermarkaets,

The performance of these channels generally accompanied
the development of the market, once again the largest
proportion of sales coming through tne channels geared
towards the mass consumer segments, The current distri-
bution structure of the Company has 50 own sales pomts
and 150 exc¢lusive sales points. displaying a full Telecel
Vodafone image.

The year 2000 saw an important reinforcement of the sales
structure dedicated to the business segment via a higher
nurnber of agents operaing in this area, as well as a rein-
forcement of the direct sales force. A drive has alsc been
made tc incraase focus in the Customer loyalty of the indi-
rect distribution nglwork, through the adaptation of the
comrmission plan apglied to this channel,

YORN has aimed ‘o concentrate distribuhon in locarions at
which the young market segment has a high presence.
namely in shopping centres and saies points that are fully
compatible with its image and offer, in addition 10 assisted
sale.

Termingl Equiprment

The year 2000 saw a slight decrease in the sales price of
rarmingl equipment. This is explained by the reduction in the
cost of equipment that enables lower sales prices to be
pracrised, essentially with regard 1o pre-paid products.

The trend of the previous vear in relaticn to the increase in
the replacement rate (equipment bought in order o
upgrade the mobile telephone) accentuated in 2000, 1t is
forecast \hat the same will occur in coming years.

3 AVERAGE SALE PRICE OF TELECEL VODAFONE CELLULAR TELEPHONES
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Another significant aspect that marked 2000 was the
successful completion of the certification process of all
areas of Termina! Equipment Management, This centification

4 0091 ON
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was carried out in aceordance with norm 1SO 2002, which
was attributed tc Telecel Vedafone following an audit
undertaken by APCER in March 20C0.
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Telecel Vodafona Intarnat Services
MAIN INDICATORS

In 2000, Telecel Vodafone consolidated its pressnce in the
Imternet markst in Portugal, both as an Internet Service
Provider (ISPF) and as a content supplier. both under the
brang Natc (pronounced “Neteetera’),

Netc was created tc cater for all Custormers of all agss and
with different interests. aiming (o make the Internat acces-
sible and interesting for everybody. Using straightiorward
language and providing a permanent Custemer Suppon
Servics, Netc enables sasy access 1¢ the Internst through
the fixed network and the Telecel Vodafone GSM network,

ks innovative characteristics in concepts, quality of content,
competitive tariffs and capacity and.speed of access. make
Nete a benchrmark in the Poruguese Internet market,

The registered Customer base in the Netc Internet access
service confirms this facl: aspproximately 400,000
Customers at the end of March 2031, an ingrease of 155%
in just one year. At this date, around 35% of those
Customers were &ctive, which means thal they had made
at least one connection in that month.

I NUMBER OF INTERNET ACCESS BERVICE CUSTUMERS

300,000

49g,00u

300,000

£00,000

100.000
@ "* »
30 Sep 1888 31 Mar 2000 30 Sep 2000 31 Mar 2001

31 Qgc 1959 30 Jun 200Q 31 Dac 2000
- Sauea Company Reprtd,

Narher of Custoasry

Free access preducts (where Nete fri stands out as the first
free access procduct mads widely available on the
Portuguese market), specifically gearad 1owards residential
Customers, accounied for approximately 80% of
Custemers registered for access to the Internet a1 the end
of March 2001,
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MAIN EVENTS

TelecelOnline

TelecelOnline was lounded on 9 October 2000. It is owned
100% by Telecel Vodafone, and 1s focussd on [nternet
servicgs. Benefiting from its own dynamics, it provides
access 10 the Internst, communication services and infor-
mation, customised and integrated content, sttes and hori-
zontal and verucal porals, aimed et the business and resi-
dentlal market, as well as e-mail services. It is responsible
for the managemant of the Net¢ branc.

TelecelOnline 15 one of the feawres of Telecel Vedafone's
commitment in the future of telecommunications, based on
convergence between the Internet and the mobile netwerk,
through the development of specific cantent for the new
technological generations, currently WAP and WAP over
GFRS, and in the near future UMTS,

Keeping faith in the concept of providing general inferma-
tion, TelecelOnline aims 1o develop services of interast (1O
the general public. looking 10 combing this policy with the
specific nesds and expectations of each segment. The goal
is to tring about new ways of using the Internet, thus
contributing to the develogrment of the information Society
in Portugal.

IP Network

Telecal Vodafone's IP netwerk's chief attributes are
capacity. ease of use and speed of access, Dunng the year
2000, the network grew to €3 POPs (points of presenca)
instailed throughout the country, enabling a coverage rate of
the national territory through local traffic higher than 85%.
The introducticn of the optimised cache systems brought
savings in terms of international bandwidth, as well as
increasing speed of access 1o the werld wide web service.

Telecel Vddafone, through a contract drawn up with
Akamai, jeined Akamai's Accelerated Natwork program,
significantly imgroving the performance of its [P network,

The introduction of IP services for companies giving accass
1o the Internet, using dedicated connections from
nX84Kbps to 2 Mpps and VPDN (Vinual Private Dial
Network). widened the offer of solutions based in a shared
IP infrastructure. optimising not only the operator means
but alzo reducing telecommunications service costs for
companies.

Tne IP network. through ongoing (echnological change
today allows an offer of innovative servicas using MPLS
(Muiti Protocot Label Switehing) technology, such as iP on
VPN - Virtual Private Netwarks.
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Customer Support Service

The Internst Customer Suppon Service, avalable at the
address ajuda@nete.pl offers a dedicaied specialised
service. run on the most sophisticated information systems,
functioning 24 hours a day 7 days a week.

The excellence of the Netec Customer Suppcnt Service is
cenfirmed by the requirements of the international Quality
norm 18O 8002. in acgordance with the guality certificate
granted by Telacel Vadafone's Customer Support Service
in 1998 by APCER.

in addition 10 the group of assistants dedicated to the Netc
Customer Support Service, the Technical Suppon service is
also made available to Customers, cffenng a backup
service of a more technical nature aimed at sciving more
complex problems,

Communication

An imponant ccmponent in Telecel Vadafone's communi-
cation strategy 2 the Netc adverusing campaign, with the
distribution of hundreds of thousands of Netc fri COs,
through several channels during the months gt June and
July 2000 in an effort to provide mass consumption at Iree
access (o the Internet,

Tre first large-scale TalecelQnline carnpaign was carried
out in Cctober 2000, once the Internet business had
become autonormous, with the launch of the childrens
portal, Casquides. This multimedia campaign, completely
gearad towards children. promoted childran's entertainment
based on a strong educalional compenent,

Produgts and Services

Througn products duly adjusted 1o the market needs and
the’ quality of the content and functions avajlable at its
Portal, Nete and Telecel Vodafone have played a crucal
role in the devslopment of ke Internet markst in Portugal.

Netc gccess products stand oul owing tc their capacity
and speed of access. the quality of the services and asso-
ciated funclions and the appropriate adaptabon o the
targeted Custormer segments.

- Nete tri, geared towards residential Cuslomers, was the
first unlimiled and wicely available fres Internet access
product in Portugal. The Customer pays only the telephone
connegtion cost (fixed network local call), and is entitled to
four e-mail addresses, a perscnal page (on the Internet cr
in WAP) up o 10MB and contro! of usage.

- Nete directo, geared towards residential Customers, The
Customer only pays for what he/she uses, without a
minimum usage iimil, and 1 entitled tc four e-mail
addresses. a personal page (on the Internet or in WAP) up
to 10MB and control of usage.
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- Nete grupo. a flexible product designed for the business
market, especially for small and medium-sized companies
and self-employed professionals. it enables access to he
Interne! through several computers at the same time, offers
a private domain of the www.company,pt type and an
e-mail address of the name@company.pt type, 25 user/e-
meil boxes. a page on e (Mternet up to 20MB, Netc fax
services (reception of faxes in the e-mail box) and manage-
ment of the account. More resources may be added upen
request.

For medium and large-scale businesses, Telecel Vodafone
provides a family of internet access products NexiNet —
NexiNet Com (access through switched network) and
NexiNet Line {gccess through dedicated network) - flexible
subscrnber products appgropriate for connection of
networks.

The Netc Partal remains a benghmark for the high quality of
the Portuguese conient it provides, It affers access 10 a
wide variety of thematic channels, 22 in total, which provide
properly organised general or themalic information, such
as: Stock Market (with suppont from Reuters), Snhopping,
Sport, Digital, Employmant, Useful Information, Maps,
Music, News, Greeting Cards and Weather. Several special
channeis {infarmative or commemgcrative) are reguiars of the
Nate Portal.

The range of Nete services responds to the most varied
meeds: search engine with Altavista software (that allows
search for images. text and files with sound and video),
auctions, small acvertisements (in asscciation with the
newspaper Ocasido), dicticnaries (Portuguese/ Englisty/
Frerch), games, softwara downloads, chat rooms, discus-
sion forums and sending ¢f newsletters, writtan messages
and greeting cards.

Able to be accessad through the Netc Portal, the Netg
Cusiomer area also provides access to e-mail senvices
(wabmail), newsgroups and IRC (Internet Relay Chat), a
persongl Internet page (with file management. assisted
construction and access statistics). and on-line account
management and configuration,

The year 2000 saw the launching of the s-commerce
project with the Netc Shopping area. In 8 shops availadle in
the Netc Portal from the end of March 2001, a wide varisty
¢f products can be found, ranging from flowers, cellutar
telephonss, hardware and software, books, music. multis
media, 10 astrology services. All goods are sold by wells
renowned shops guaramtesing a high-guality service.

This year also sees the launch of a very special Nete Portal
area - omeu,Nete.pt {my Nete.pf) - that enables the user 1©
create a page o his/her taste. defining its content and ioca-
tion, the colours and other featurss, i.e. a personally
customnized page.

Anocther big innovation in the year 2000 was the launch of
the Nete Maps channal, which in March 2001 covered the
cities of Lisben and Oporto, with several functionalities,
namely, location. drawing of routes, content agenda and
neighbournoed guide.

In an atempt to encourage interest and familiarisation of
children and the young with the world of mew technology
and the Internet in particular, m 2000 Casquides wes
launched, an entertaining children's portal with a strong
sducational component, Casquides is a portal full of
surprises, where the young get 1o know and build a rslation
with new vinual friends, each with their own personality.
Each themartic channel has an animal icon. exploiting the
strong link children have with ammals, and suggests
differant activities, Cne of the innovations of Casquides is
the information shout endangered animal species and the
possibility of adepting abandoned animals.

Other projects drawn up by Netc and Talacel Vodafone, in
partnership with other entities are:

- Educare. the Education portal for teachers and students.
undenaken by the publisher Porto Editorg;

- Clickin, poral for children aged from 5 to 13 years. split
into 3 channels. containing entertainment and educational
content adapted o this age group, undenaken by Porto
Editora;

- Netprof, contal geared towards teachars, undertaken by
Forto Editora;

- Megamall, a free wabmail service. with capacity to provide
1 million ¢-mail addresses. in co-cperation with the Ministry
of Science and Technolegy, represented by the Foundation
for National Science Cemputation, and Sun Microsystems:;
- Empresaria Digita/. programmeg geared towards Portu-
guese entrepreneurs with projects in the Internet area, pro-
viding services and financing, in a8 congortium with AITEC.

| TELESZ. VODAFONE | AERORT AND ACCOUNTS 2000 | MANAGEMENT DISCUSSION ANG ANALYSES |

7z ¢ 004l O

£2170400 AEVITD 70:¢

TELECELT
Q vodotone

PAG 4%

1

100¢ 230 71




TELECELY
O vednions

PaG 4B

12

MONTH DESCRIPTION

Jure 2000 Lauren of verammn 1.1 of the Nela Ponkl, wih rew fUnclons - specy featurgs: saarch angine Oowered by Allavigla. (orums and chalg, SME tanvine, mssertion of sound ¢lgs
@ e nava chenng avd 3 Fasnien channs!,
et of yorzian 2 of the Nelc in acesas produe: ~ spacial fealyres: tee detnuilon (@ any Tekecel Yoosione Shop or AUNGHSeq Agem) and foir Smal a0aneeees.
Commemonvon sl the Citiden’g Say al 1he Porous das Nacles, ooneores by Nete.
Somcil Nete Parns channel' Europaan Foalkrl Chempionship 2000,

Juy 2000 Naw Nete Fons! chanrmal: Nawe Augtiona,

Augual 00 Nertc bacormen tna SNt spansar for Bamfica Fomball CAd St Lanng & Gentcy) sany prolessiana! foombal s
Lawineh of Nane WAP hazting: asrace for hosung Nere Cusiaman' W1A® pages.
Speca) Net Portal channs!: fntemalional Yaun Day.

Sapxanba 2000 Wona Surfig Champiansnio at Ercare, Zoonggrad by Neta,

Criaber 2000 Cramnon of TieeetOnling, Thiscs! Vouarons sL08Mary o1 U 10 cperale 11 1he Intamel oraa.
bavren of B rew coNA! - www casguides Ot - dedcried 10 eridrn.

Ngvermper 2000 Lauren otz 2.0 of 1he Nwre Porial, wih new Ancions - specul ladilge; e-comments, austomizaion of the Aomepage and rgw channac. Dighal, Musc. Sixa
Launch of vigrsion 3 ot (he Nare fri icomm produet. stie Lo provide 10MB lor NosUng & pirsonal inareet page.

Decamber 2000 Neta Panal inlhsive; furvd -ralaing suction for ihe Azsacarlo ALmdi {Belave ARsoeipton),

Fatruery 2001 Crdrion of Novaalds, TelwcefGnilne sLtsciary Complnty, uaexd IoWR) provaing (nternst 2nacem har the Megea) protesion.
TatacniQnine sterd a1 Ponugal istarm Workd 2001, wilh sevaral computerd 10 aurf 1he (nlerrat. and rekseds 1o o PRI Of 18 producia and saivicsd,

e 2001 Neis Porml intriRtive: fund-reisng ousien for the Suees Club,

Ttie site www.yorn.net aims tg provide original content in
an editorial format rather than mass consumption informa.
tion, which is the usual approach of large portals. In order
to do so specialists were recruited from the aress that most
interest the YORN targst segment: Beats (music), Action
(sport and adventure), Tecnics (technology, games, etc),
Showtime (stage and media). Glam (fashicn), Must do It or
Not (recommended actvilies).

Tariffs

The rola of Netc in Portugal's Internet markat has aiso oeen
revolutionary cwing to the innovation and diversification of
the proposed taniff plans,

The Netc directo product was the first pay-as-you-go
product on the national market, with very competitive
access tarlffs, The cost of use is made up of the connection
cast (for using the telephone network at the cost of a fixed
network local call) and the access cost (using the Internst
access service). The access tariff remained the same in
2000 at PTE 2.1 (EUR 0.01) per minute. Telecel Vodafone
Customers, that werg simultangously GSM and Netc
Customers (Special Plan for Telecel Vodafone Customers),
were charged just PTE 1 (EUR 0.005) per minute of access.

‘¢ 0041 0N

With the launch of Nete fri in 1939, Talece! Vodafane
showad, once again, its innovalion offering the first widely
available free Internet access seérvice in Porugal. The
Customer is nct charged anything for accessing the
Internet, paying only for the use of the telephone network.

Customers purchasing the Netc grupo product enjoyed a
month of tree aceess (up to 40 hours of use, or 80 hours in
the Speciel Plan for Taelecel Vodafone Customers),
Customers can select one of the following monthly
subscription plans (aceoss cosy:

- base plan with a subscription lee of PTE 4,800 (EUR
23.94), which includes 80 hours of yse; the Customer pays
an extra PTE 60 (EUR 0.30). for sach additional hour;

- subscription fee of PTE 6,800 (EUR 33.82), whare the
Customer has unlimired use up 10 84Kbps;

- subscnption fee of PTE 10,880 (EUR 54.27), where the
Customer has uniimitad use up 10 128Kbps.

The unfimited access plans were created during 2C00.
Customers may alse contract extra sarvices (such as e-mail
addresses, further space for their parsonal page, amongst
others), with tallcr-made tariffs, :

With regard to the YORN Internet site (www.yern.net},
access through the fixed network is free of charge and
unlimited (except for telephone connection costs), The
yorn.net site also provides a mail box with 4 addresses,
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one of which is configured with the mobile YORN number,
thus enabling users t© have the same contact for ther
mobile telephone and g-mail with the format telepho-
nenumeer@yorn.net.

Special Plan for Telece! Vodafone Customers

Netc Customers who are alsc Customers of the Telecsl
Vodeafone GSM service can berefit from especially advan-
tagecus conditions.

Netc directo Custormers are charged just PTE 1 ([EUR
0.005) per minute of access, which amounts to & discount
of aver 50% on access 1ariffs. Netc grupo Custarmers are
offered an extra 40 hours of usage upon acquistion of the
praduct.

Telecel Vodatone thus mangges to respond to the needs
and demands of its Customers offering them the best
conditions on the market.

Distribution Channels

Telecel Vodafone and TelecelOnlina promoted the distri-
bution of Netc access products throughout 2000, through
a variety of means and pannerships that mvolved informa-
tion equipment suppliers, universities, mailings, leafiels in
national publications, in addition 10 the Telecal Vodafone
shops. This guaranteed the widespread distrigution of Netc
aceass products afl aver the country.

Equally important throughout the year was the distribution
of Nete products through the Ponal, aliowing on-line acti-
vation without subscription costs for products aimed at the
residential segment.

Also notaworthy was the evoldtion of sales in the Netc
Ponal advertising area: i developed from & direct sale
process to a mixed process where TelecelOnline worked
together with their end-clients (advertisers) as well as
working with many of the best national Agencies.

Telacel Vodafcne Fixed Telephone Service
MAIN INDICATGRS

The fixed network services constittte a complementary
area {o the celluiar activity of the Company and are chietly
aimad at Customer segmenis that value an integrated
Telacommunicahons service offer. Telecel Vodafone's
competitive offer through its 1081 Indirect Access services
is based on synergies able to be gleaned from the
Company's existng infrastructures, systems and resources.

Cn 31 March 2001, Telecel Vodafone had approximately
89,000 Customers using its 1091 Ingirect Fixed Access
services (toq and NexiFix), which is the double of the

previous year's igure, This remarkable increase came about
mannly in the business segment. where the main markating
drive was concentrated in 2000. This segment now repre-
sents around 80% of the Company's Custcmer base.

The Direct Fixed Access services where Telecel Vodafone
provided an integrated telecommunications offer counted
on a Customer base ¢f approximately 40 medium and largs
companies on 31 Mareh 2001.

MAIN EVENTS

Fixed Network

The Indirect Fixed Access netwerk uses, above all, the
elecommunications infrastructure owned by Telecel
Vodafene, n terms of switches, Tanspon netwerk and
interconnection points with other operators for traffic
exchange,

The Fixed Wirgless Access (FWA) network began its
commercial service in June 20C0 and continued its ground
infrastructure expansion plan. Telecel Vodafones Direct
Fixed Access offer is based on integrated and innovative
telecommunications services, mainly geared lowards the
businass segment.

in order to strengthen ils access networks, fibre optic
metropolitan networks (MAN - Mewropolitan Area Network)
were also planned and agreed with Lisbon end Opona
Municipal Councils. These netwarks will interconnagct the
G8SM network switches. the Fixed Wireless Access base
stations and the installations in Gustomer's companias that
require 3 broad bandwidth.

Customer Support Service

The Fixeq Network Customner Support Service is based on
existing structures and processes for GSM and Internat
areas, namely in lerms of the call cenwre, biling and
charging. A specific attending number was made available,
however, fer querias about the fixed network. so as to make
it easiar for Customers to contact Telecel Vodafone.

With the development of the Indirect Fixed Actess service,
separale attendance teams were created for the residential
and business segments, in crder 1o respond 1o the specific
nesds of esach segment. A team was alse formed to
support the Direct Fixed Access service.

Communication

The communication reinforced the positioning of the 1081
Indirect Fixed Acsess Service as an offer complementing
the Teiecel Vodafone business. both in the residential
segment and the business area, using the direct distribution
network and marketing drives aimed at mabile sernvice
Customers, as a way of spreading the message.
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in October 2000, an integrated above and below-the-line
advertising campaign was run explaining the possibility of
operaler pre-selecucn’s subscripnen. The communication
also focused on the complete liberalisstion of the fixed
netwerk market, with special emphasis on the making of
local and regional calls. running a direct marketing
campaign far the entire Telecel Vodafone Customer base
and launching the indirect Fixed Access Service in &
Welcome Pack. provided through the various distribution
channels.

Products and Services

During the year 2000, Talecel Vodafone went ahead with
the develogpment of its fixed senvice cffer through indirect
and Direct Fixed Access. This aimed tc achieve its dual goal
of complementing its cellular offer in segments where
Customers seek ntegrated Telecommunications solutions,
such as in the case of companies, ang taking advantage of
the existing network (0 support business thal represent
additional margins.

The Indirect Fixed Access service became more atracuvs
following the liberalisation of local and regional calls and
calls made tg national mobile networks on 1 January 2001,
and the provision of tha Oparater Pre-Selection function
that engbled the automatic use of the 108) prefix from 1
October 2000 onwards. Customers can at fast enjoy the
advantagecus conditicns cf the 1021 Indirect Fixed Access
services in undertaking international, nationel, regional and
local calls and calls 10 mobils telephones automatically
routed through the Talecet Vodafone network.

With regard lo Diect Fixed Access, Telecel Vodafone
began providing the commercial service, using to a large
extent its FWA (Fixed Wireless Access) network. under the
brand NexiFix Directa. The offer was concentrated on
broadhand voice and data services, mainly geared at the
business segment, always aimed at a strong drive towards
fixed=-mobile convergent solutions.

Finally, and aware of the growing importance of vorce ang
data solutions run on IP networks. owing both to the effi-
cient and flexible use afforded by the broadband and the
new facilities it provides, Telecel Vodafone invested in the
development of fixed network services in this area in 2000.

As such, somea Customers were furmished with the first data
networks - VPNs and VPDNs - as well as voice solutions on
corporative IP using Telecel Vodafone's IP / MPLS
network for ths purpose.
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Tariffs

Since Telecel Vodafone moved inio this business it has
aimed 10 provide 1s Customers with the best alternative to
maet therr fixad natwork communications' needs. As such,
the Talacal Yodafone 1021 Indirect Fixed Access service
has cone of the lowest tariffs on the Portuguese market.

In Fepruary 2001, Telecel Vodatones toq 1091 indiract
access service launched a new anff for the residental
sepgment, mantaining the lowest prices on the market. It
alsc devrsed a new classification systam for nationai callg,
which is mcre beneficial to the Customer, based on the area
Sodes of the call's origin and destination, thus making the
1ariffs more simple and easler to understand. The toq 1091
indirect fixad access service encompassed two plans; the
toq zero (exclusively for Telecel Vodafone mobile network
Customers, without a manthly fee) and the tog 1500
(having a subscription fee for a menthly pack of calis for a
minimum peried of & monthg),

im Mareh 2001, NexiFix 1081, Telecal Vodafone's Indirect
Fixed Access Service geared towards professional users
iaunched new lariffs, even more benelicial for its
Cuslomers, continuing (o be the best aternative to the
incumtent operater for the busingss markst, This new tariff
offers Customers savings of up o 67% on national calls ang
up ic 768% on main international destinations, comparad to
the incumbent operator. The absence cf a connection
charge. minimal consumption and manthly fees mean that
significant savings can be made. NexiFix 1091 is an
axtremsly clear and simple tariff that enables the Customer
lo easily determine the cost of the call through the area
code of the call's destination. It is crganisad into three plans
(NexiFix Basa. NexiFix Lavel 1 and NexiFix Lavel 2), with
coemmunications to the national fixed network divided into
two groups, according to the area code of the numbars of
origin and destination.

The Direct Fixed Access service is centred fundamentally
around the NexiPri solution, which enables the integration
of the fixad and maobile natworks for tha business segmeant
and. as such, offers fower fixed-mobile lariffs to Telecel
Vodafone Customers.
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CelFocus

In October 2000, Telecel Vadafone an8 CFaocus, &
company cf the Novabase groug, fermed CelFacus, a joint
venture for the analysis, development, implementation and
support of solutions fer the Telecommunications market,
The main areas of the new ¢company are CRM - Customer
Ralationship Mznagement ang EAl - Emterprise Application
integration.

This company will be Telacel Vedafane's main partner for
the development and maintenance cf the CRM systems
ard onre of the partners for the development and mainte-
nance of the EAl systems. duplicating the solution model
used in other companies of the Vodalfone Group. In addi-
tion, it will have the necegsary okills to aupport Telecel
Vodafone's ASP - Application Service Provicler business in
the CRM ares.

Telece! Vodafone has a 45% holding in the share capital of
CalFocus, beng the remaining 55%,. approxmataly, owned
by CFocus.

Nexenter

In Fepruary 2001, Talacel Vodafone created Nexenter, the
fiest DIP (Datacentre Infrastructure Provider) in Portugal,
Nexenter has the goal of providing services in the informa-
tion tschnology area, including supgort infrastructure
management, supply and management of connectivity and
technical management and operation of information parks.
Specialised in datacentre management services, informa-
tion systems and cenngctivity, Nexenter has a communi-
cations infrastruciure that guarantess national and interna-
tional connections and lends support to multiple suppliers
and platforms, by means of specialised technical rascurcas.

Taking into accaunt the high degree of complexty that
charzcterises the Information Technology sector, Nexenter,
adopted the motic "we keep IT smple”, looking to provide
completely flexible answers adaptable 10 the needs of their
different kinds of Custemers. The Nexanter hosting solu-
tions for the key systams, XSP (eXternal Service Provider)
enabler and’ dizaster recavery, are furnished with the most
recent technological innovatons and offer significant advan-
tages to Custemers, namely the gontrol and reduction of
operational costs, services provided in accordance with the
contracted service level, continuous updating of information
syslems and connectivily and seCure and protecled acces-
sibility,

Telecel Vodafone has an 80% hoiding in the Nexenter
shara captal, the remaining 20% being cwned by MailTec,
Nexenter thus brought together Telecel Vodafone's skills
in datacentre management snd base imfrastructure pro-
vision, voice and data networks management, communica-
tion security and marksting and sales channels, with
MeilTec's experience in the provision of outsourcing ser-
vices and development of decument production solutions.
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MIGRATION TO THE VODAFONE BRAND

Telecel Vodafone is part of the largest motle commuynica-
tions group in the world - Viodalone. With stock market
capitalisation of approximately EUR 200 billion at the end of
March 2001, the maor sharehoider of Telecel Vodafone is
one of the three largest companies in Europe and is ranked
in the top fifteen in the world. At the sama dare, Vodalone
Group had more than 83 miltion Customers, spraad gver 29
countngs in tha five cantinents.

During this vear, Telecel Vodafone became more inte-
grated into the Group, aimed at talung advantages of the
opportunities created by the worldwice scale that only the
Vodafone Group enjoys. These include the sharing of de-
velopment ccsts of new products and services and the
acquisition of network and terminal mfrastructures.

The exploitation of synergies and the co-ordination amang
several companies of the Group also comprises the intro-
duction of the Vodafone brand in the operators contrelied
by the Group by 2002. Taking advantage of the global
presence, the aim is to make Yodafone a leading brand at
world level by 2004, with unique identity and values
acknowledged by Custamers throughaul the warld,

In this context, Telecet began, in January 2007, 1o link its
brand tc the Vodafone brand in its communication, thus
reflectng the relation that the Companry has with the
rnumber one warld moblle communications group. The dugl
brand was introducad in 1andem with othar operalors in six
other countries: 02 Vodafone, in Garmany: Libertal
Vodaione. in Holland; Omnitel Vodafene, in taly; Europolitan
Vodafone, in Sweden; Panafor Vodafone, in Greece; and
ClickGSM Vedafore, in EQypt, which will be joined this year
by Airtel, in Spain and Eircell, in Irgland,

'd 0097 oN

The yesr 2001 will be a transitional year. aiming at 3 smooth
rmigration process to the single Vodatona brand. The aim of
testowing the Vodalone brand in Portugal with the sunabla
postiening and values by 2002 involves the clear and effi-
eient transfer of the value associated with the Telscel brand
1o the Vodafere brand. Upon achieving suitable renown,
recognition of the Vodafons brand and its association with
Telece!, the dual Telecel Vodafona brand wil he replaced
by the single brand. Vodafone.

Telecel Vodafone's new relation with the group has sevsral
advantages, namely for the Company's Customers. These
will have faster access (o innovative technolegy and more
consistent international sarvices, benefiting from the advan-
tages of a great global brand, recognised throughout the
waorld, in 2000, the first benefits of full mtegration of Telecel
Vodafone in the group becams evident with the launch of
the single roaming tariff for Europs and shon code digling
access (o the Maul Bex (123) and 1o the Customer Suppon
Service (16912} in Europe.

Linked to the line-up of Telecel Vodafone in the Vodafone
Group are also several advantages for the Company which
relate with the opporunities created by the Group's world
scale, namely in what concerns to the sharing of new prod-
ucls and services” development costs, 10 savings o the
acquisition of newwork and terminal eguipment infrastruc.
ture, to the possibility of benchmarking and sharing of tha
best practices, to the faster development of pan-European
products and services, and, naturally to the great potential
deriving from a world leading brand,
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INFORMATION SYSTEMS

The main aregs of focus for the Information Sysiems in the
year 2000 were: adaptation of the systems and applications
to new pusiness naeds; introduction of improvemeants in the
Customer suppeont systems, with a view Lo graater efficiency
in the use of rescurces and a subistantial Improvement in
the quality of the senvice provided; an increase in manage-
ment efficiency and control of the area, in order to optimise
rescurces; and the quarantes of availability and refiability of
the several central busingss support applicaticns.

In this main area of facus. prierity continued to be given to
the implementation of the new convergent biling system.
The rew YORN line of business was davelopsd, and
Customer support =ervices were adapted to the new prod-
ucts and services, the mast impantant of which was the
GPRS. The interconnection systems to the network were
also improved s0 as to enhance its performance. Alsc
within this area. wark pegan on the conversion cof the
systams to the new phase of the Euro project and the
adaptation of the systems to number portability,

With regard to the Customer support systems, a new
Customer ralation management ool was implamanted,
which led to considerable improvements in the speed and
quality of attendance, oplimising the use of transmission
maans to the Call Centre and making the automatic
answering platform more flexinle. A nsw systern of directory
services was alsg intreduced. Also in this area, the use of
applications at answering posts was made more efficient
and develcpments began for Custoner care vig the
inernet.

Tocls were developed and management control mecha-
nisms implemented, so as (& optimise the axisting
resourcas and an effective management of angoing proj-
ects. Improvements were aiso intreduced to the internai
systems tor the retease of information.

Finally, a continued drive was made to incrsase the avail-
ability and reliabillty of information systems, in order 10
guarantee comtinued functioning of the Company in the
avent of all possible contingencies, The Porto data centre
was completed, redundancy and fexibility on the data
network was increased and the automatic duplication
systern between data centres bagan to be implsmented.

o8 '
THE EURO IN TELECEL VODAFONE

To prepare Telecel Vodafone for the intraduction of the
Eurc. a working group was created at the stant of 1698,
with representatives from each department and a full-fime
Project Manager, under the supervision of the Vice-
President of the Financial Area.

The defined conversion strategy has four phases:

- Frgt phase (November 1528): Telecel Vodafone biling
was issusd solely in Escudos, with the totals also shown in
Euros, based on an approximate conversion rate. This
phase had the gim of increasing our Customers' awareness
of the Euro;

- Second phase (February 1899): Talecel Vodafone gained
the capacity to process all commercial transactions bath in
Escudos and Euros. The Escudo continued to be the func-
tional denomination used in the Company until 2007;

- Third phase (2001): Talecel Vedafone will adopt the Euro;
from this moment onwards the Eurc will be the functional
denominatien used Dy the Company, the Escudo being
used only for indicative purposes and as an alternative
currency in terms of Custemer payments:

- Fourth phase (2002): Telacel Vodafone will use salely the
Eurc, abandoning the Escudo both as an alternative cur-
rency and for indicative purposes.

The cost incurad up until the end of March 2001 was approx-
imately PTE 245 miion (EUR 1.2 miliar), including software
alterations, training and communication campaigns.

The second phase began in February 1998, enabling
Telecel Vodafone to denominate, account, charge and pay
all fransactions in the two currencies. The invoicas continue
to ba issued in Escudos, with simultaneous denomination in
Euros at the conversion rate set by the Eurcpean Unian,
The Eurs will e adopted as the accounting and infermation
currency until ths end of October 2001, which means thai
fram this date anwards the Company will communicats ana
carry out al transactions with Customers, suppliers and
public bedies in Eurgs, Receipts, invoicas and cthar docu-
ments will maintain simultaneous prasentation of informa.
tion in Euros and Escudos until the end of the third phase.
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8. HUMAN RESOURCES

In the period between 1 Apnl 2000 and 31 March 2001,
Telecel Vodafone took on 348 new Employees, The total
net increase in Employees over this period was only 2,5%,
gvan the transfer of 53 Employees to the subsidiary
TelecslOnline, n addition to an annual lurnover rate of
13%, which reflects the volatility of the Telecommunicaticns
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9 HUMAN RESCGURCES
2,000 1,648 1,880
1.500
1,000 Man
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March 1998 March 2000 March 2001
Tre total mumper of Telecel Vadafone Employees,
including TelecelOntine staff, reached 1,758 on 31 March
2001, which ameunts to a8 6.7% increase compared 10 the
PreviQus year.
T e Cacember  3iMamh
1985 1988 1687 1988 1683 2000 2001
Talacel Vodafone arz 57 878 123 1,657 1,848 1,690
TiecelOnie &
‘oA Errploysss ar2 87 :1-] 1228 1,857 1845 1,754

The Telacel Vodafone workforce maintainsed an average
age of around 30 years, with the following distribution on 31

Mareh 2001:
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4 BREAKDOWN OF EMPLOYEES BY AGE QN 31 MARCH 2001

Continuing the Comgany policy af constant updating and
development of its Employaes knowledge and skills, invest-
ment in professional training (technical, benavioural and
management) amounted 10 arcund PTE 583 milkon (EUR
2,808 milliory), accounting for 4.7% of staff expenses and
covering a towal of 1.234 Employees from all functional
areas of the Company.

As part of the organisational analysis, undertaken on &
regular basis, approximately S0 internal presentations of the
year 2000 Employee survey were made, The respective
improvements 10 bg implemented were also identified, both
In individual departmeants and for the Company as a whola.

.Uplaza

N ey
From 41 10 40

Mgra lhan 80

Aware ol the importance of attracting and keeping the best
senior staff, Telecel Vadafone implemented in September
2000 a2 new Stock Option Plan, which about 170
Employees were entitied (0. The main goal of this policy is
to establish a closer link between the interests of
Sharenclders and Employees, and allow the latter [0 share
the success of the Company in the medium and long term.
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REVIEW OF THE ACCOUNTS

EVOLUTION OF REVENUES

Total operating revenues in 2000 reachad PTE 180.3 billion
(EUR 899.3 million). which was an increase of 27.4%
compared 1o the PTE 141.5 billion (EUR 705.8 million) from
the same pefiod tha previous year,

| Of the total operating revenues, FTE 164.5 bilien (EUR

' 820.5 million) came from services provided and PTE 15.8
bilion (EUR 78.8 million) came from the sale of equipment
and rgspsctive accessaories. Compared to the same period
the previous year, these figures represent a growth of
28.8% and 13.7% respectivaly.

TOTAL OPERATING REVENUES AND SERVICE REVENUES
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The growth in Service Ravenueg during 2000 reflects. on
the one hand, the 38.1% growth in the Customer base, but,
on the other hand, a reducticn of approximately 3% in the
: average service revenue per cellular Customer. as already
anslysed in this report.
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The positive evolution of Equipment Sales reflects a 16%
rise in the number of telephones sold, but at a lower
average price in comparisen 16 the same 'period the
Rrevious yeaf.

2110009 AQVETY L0+¢ 1002 80 11

6 O3

®

& @ ©

O 0 & o 0 e

K-




& 0 O ¢

& @ ©

® © 00O 6 0 6 ©

0¢

EVOLUTION OF COSTS

Qoerating axpenses, which include all costs apart from
financing and exaraordinary costs, (talled PTE 151.1 biflion
(EUR 753.7 million) in 2000, which amountad to a 32.3%
increase compared to the PTE 114,2 bilion (EUR 569.6
million) registered in the same period the previous year.

The proportion of costs in relalion 10 the total cperating
revanues increased to 33.8% compared to the B80.7%
racorded in the same period the previous year, This was &
resuit of the growth n interconnection costs, m depreciation
expenses and in lotal Customers' acquisition and retgntion
costs as well as the development costs of new businesses.

) TATAL OPERATING COSTS AND PROPOATION OF OPERATING REVENUES
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The evolution of the different components of operating
costs was as follows:

Interconnection Costs, which include the renting of
circuits and access 10 other telecommunications operators'
networks towalted PTE 44.3 billion (EUR 221.1 million), a rise
of B7.7% compared lo the same period the previous year.
The proportion in relation to the total operating revenues
increased from 18.7%, in the same periad the previous
year 10 24.8% in 2000. This is explained manly by the
increased imMerconnection costs among Mobile operaters,
but also the greater number of circuits to cater for the
expansion of the Telecel Vodafone GSM and [P networks
and the interconnection costs linked 10 ths new businesses,
despite the improverments obtained in the Price Convention
negotiated during the ysar.

The Cost of Equipment and Accessorias Seld, which
includsd not cnly the cost of the equipment sald. bur also

the costs related to the activation package and the raspec-
tive SIM card, totalied PTE 24.8 bilion (EUR 123.7 million),
siightly up (1.2%) compared to the same pericd the
previous year. The proportion of this category expressed as
a percontage of total cperating revenues fell from the
17.3%, over the same pericd the previous year, to 13.8%,
refiecting the drop in the average price of equipment,
aithough more units ware sold.

Selling, General and Administrative Expenses were FTE
46.2 billien (EUR 230.4 milfion). a rise of 27.6% compared
tc the same period the previcus year. [tems in this category
that generated the highest costs were advertising and
promotion, long-term agreements with Customers, mainte-
nance and repair, commissions, spectrum feés, consul-
wmncy services, information systems and -temporary
Emplayees. The proportion of this category in terms of total
operating revenuss ramained at 25.6% in 2000.
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Wages and Salaries amounted t¢ PTE 11,9 hilion (EUR
59.4), representing an increase of 12,3% compared 10 the
same periad the previous year, which s chiefly explaned by
the B.7% rise in the number of Employaes. The progortion
of this category expressad as a percentage of 101al opera-
ting revenues dropped from 7.5% to 6.6% in 20C0.

Depreciation and Amortisation (olalled approxmately
FTE 21.5 tiion [EUR 107.2 milion), a rise of 21.6%
compared o the PTE 17.7 bilion (EUR 88.3 millicn) regis-
tered in the same period the pravious year. transizied
essentially in the ongoing investment drive by the Company
in the developrment of its infrastructures. The preportion of
this categery expressed n terms of the (ol operaling
revenues drepped from 12.5% 1 11.8% in 2000.

The value of Provisions set aside n 2000 was PTE 2.4
billion (EUR 12.0 million). which is & rise of 50% in relation
to the same period the previous year, Provisions repre-
sented 1.3% of the total operating revenues of the
Company n 2000, the largest proportion of which s the
annual provision for bad dabt, which amounts tc approxi
mately 1.1% of the toral operating revenues of the year.

RESULTS

The operating cesh flow (EBITDA) generated in 2000 was
PTE 50.7 billion (EUR 252.9 rmillion), which is an increase of
12.7% in compariscn with the PTE 45 billion (EUR 224.5
million) registerad in the same period the previous year.

The margin in relation 1o the total zdjusted service revenues
{revenues {rom telacommunications services less intercon-
nection cosis of incoming traffic) dropped from 36.9% (0
31.4%, reflacting mainly the grawth in Custormers’ acguist-
tion and remention costs, reductions in ariffs of pre-paid
preducts and fixad-robile traffic and the costs of devel-
oging The new fixed network and intermet businesses,

Telscel Vodafone’s GSM business operating cash flow
grew 16.3% reaching PTE 54.3 bulion (EUR 270.8 million} in
2000, whilst the EBITDA of the new Company businesses
was negative In PTE 3.6 billicn (EUR 18 millicn} over the
same poriod.

104 . Opargung Cagn Flow

Margin on Adjusies Service Revenues
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Non-cperating Income (ﬂnancing and extraordinary), in
2000 amounted 1o a less of PTE 3.6 bilion (EUR 18.0
milion), a decrease of PTE 1.8 bilion (EUR 8.0 milion),
compares with the 10ss of PTE 1.8 bilion {EUR 2.0 million)
registered in the same period the prewvious year This
decrease 1s mainly the result of the increase in tolal interest
payrments on loans obtained, arising frem the rise in inde-
btedness o the Vodafone Groug in crder to make the heavy
investments throughout the year and the payment of the
UMTS licence.

Pre-tax Income registered in 2000 was PTE 26,1 billion
(EUR 130.2 million), an increase of 3.2% in compariscn ta
the PTE 25.3 bilion (EUR 126.2 milicn) registered in the
same period the previous year, which amounted 10 2 margin
in relation to the 1ol operating revenues of 14.5%.

Income Tax Provision was PTE 10.0 bilion (EUR 48.2
million), a rise of 4.2% compared to ihe PTE 9.8 billion [FUR
47.8 milion) registered in the same pancd the previous year,
the effective tax increasing slightly from 38.0% to 38.4% in
2000,

Net Income thus amounted toc PTE 16.1 blilion (EUR 80.3
millien), equivalent to PTE 74.7 (EUR 0.37) per share, which
is a rise of 2,5% compared to the PTE 15.7 nilfion (EUR
78.3 million) registered in the same pericd the previous year
(PTE 73 per share or EUR 0.36). The margin in relation to
total operating revenuss, dropeed 10 8.8% fromthe 11.1%
obtained in the same pericd the pravious year, réﬂecﬁng the
Increase in depreciation and a higher 1ax oill in comparison
to the previous year. as well as the development casts of
the new Telecel Vodafone businesses,
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INVESTMENT POUICY

Telecel Vodafone continued its policy of heavy investment
in its callular netwark n 2000, reinforcing its coverage and
capacity and Intraducing new 1achnolagies. so as to main.
tain a high quality service for its Customers. The licence for
the operation of a third generation network angd the new
business areas also contributed to the lotal investment
made in the year.

The accumulated investment in fixed assets reachsd PTE
214.0 tlifon (EUR 1,067.4 milion) at the end of March
2001, and the annual investment was PTE B84.5 biflicn (EUR
321.7 millicn) in 2000,

< ANNUAL CAPITAL EXPENDITURE

Of the total investment throughout the year, Telecel
Vodafone applied around PTE 58.6 biion (EUR 292.3
milion) 1o its mobile business and ths remaining PTE 5.8
bilion (EUR 29.4 million) in the development of the new
Company businesses: Internet (ISP and ponal), Indirect
Fixed Access and Direct Access. Qut of the total amount
applied to the mabile business, approximately PTE 28.6
billion (EUR 142.7 million) was invested in the development
of the GSM Network and PTE 20.0 billion (EUR 9.8 milion)
went on the payment of the UMTS licence,

6 5
IRA

70 —

#TE bifton / ELA mivly

1993 1884 {885 19S8 1887 1988

* e PTL 20 txton EUR 100 il o it UMTS rcaney Ll
= faume Comparny Rapana

VG Alteeuon 12 Ihe Fuareaid iind Reponeg Vaar.

(zon chapiar IVE NOlkx on Mg finangis! SYOfrRLo: propanmes n Eurs),

TELECELT
O wvudolone

PAG S8

£f ¢ 0091 on

1898 2000

* The yaar 1999 aienS 10 1N 15ty penod dront | Jemary 1999 10 31 Maren 2T (s chantar

* THY (MANCK! MiSTYIRN jyaEmnied N ELNO3 12 Baaed on ing ieg CoNarman rarg @ PTE 200 <82 10 ELH Y

12171009 1A¥T) 6017 1007 2301

@ 6 & v © O U

&




.
y

G 0 e & & 6

©O 0O 96 @ 0 ¢

12
FINANCING POLICY

On 31 March 2001, Telecel Vodafene's interest-bearing
lizbilites steod at PTE 59.1 bilion (EUR 234.8 million). an
Increase compared 1o the PTE 27.4 pillion (EUR 186.7
million) on 31 March 2000. The need for increased financing
in 2000 arose essentially from the conunued strong invest-
ment policy in order to provide Customers with a high
quality service, the higher tax bill and the payment of PTE
20 bilion (EUR 99.8 million) for the UMTS licence pad in
Oecermnber 2000.

At the end of March 2001, the Company's liabiities
reflected the balance Detwaen internal and external
financing sourees. representing around 81% of its Assets,
while the Company's net interest-bearing ffabilities in raiation
to the stock market capitaliisation remained at a relatively
fow level (approximately 12%).

4 INTEREST-BEARING LIABILITIES

in 2000, the Company continued its pelicy of obtaining
finance [rom its major Sharehoider, the Vodafone Group.
which had begun in April 1889 with AirTouch. As such. on
31 March 2001, Telecel Vodafone's interest-bearing lia-
bilities wera made up of sharenclder loans amounting to a
total value of EUR 240.0 milion (PTE 48.1 billion) and PTE
11.0 bulien (EUR 4.9 milien) of shon-term financing (oank
ovardrafts),
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CMVM [PORTUGUESE SECURITIES
MARKET COMMISSION] RECOMIMENDA-
TIONS CONCERNING THE GOVERNING
OF COMPANIES LISTED ON THE STOCK
MARKET

This chapter oullines the statement from the Management
Board of Telecel Vodafone, with regard 10 the CMVM
recommendations conceming the gaverning of companies
listed on the stock market.

I - Disclosure of information

1. Division of tasks among the Company's decisien
making personnel

Telecal Vodafone adopted, from ths peint of view of its
internal arganisation, a model containing twe Company
Bodies - the Management Board and the General Council,

The adoption of this made! guarantees the panticipation of
Shareholders in guestions concearning the tasks adminis-
tered by the General Council. In affect, under the terms of
anicle 12 of the Company Statutes, this Company Body
consists of a total of seven members, which must be
Telecel Vodafona Shareholders with the right to vote.

Amongst the various tasks under (he ¢hargs of the General
Council, is the moenitering of the activity of the Management
Board, the capacily w© promote and c¢onvene Gereral
Assemnblies and the appraval of the Report and Accounts
drawn up by the Managemen! Board (article 13).

The Management Board itself must carry our the manage-
ment of the Company businesses, and as such, undertake
the strategic options of the Company, The Management
Board is also responsible for representing the Company, as
well as deciding on the acquisition, ¢herging or transfer of
any goods, However, certain acts that Managemant
proposes o undertake must receive pricr congent from
the General Council, particularly the purchase, sale or

‘T 0067 O

subscrigtion of shares in other companies, the approval of
annual aclivity and budget plans, the contracting of loans
that exceed the amount fixed by the General Council, in
addition to the undertaking of advances on profits to
Shareholders.

2. Functions of the members of the Administrative
Bodies and pesitions held in other companies

The functions exarcised by Management Board members
of Telecel Vodarfane are dictated by the group of tasks to
which they are entrusted by the Statutes and by corgporate
laws.

Tne current members of the Telecel Vodafone
Management Board who on this date hold pesitions in other
companies are the following:

Antdnio Rul de Lacerda Carrapatoss (Chairman):

- Non-exgcutive member of the Board of Direstors of the
maobile operator Ainel (Spain); ‘

- Non-gxecutive member of the Board of Diractors of the
mobile operator Panafon Vodafone (Greece);

- Member of the Vodafone Europear Council (United
Kingdomy):

- Chairman of the Board of Directors of TelecelOnline;

- Chairman of the Board cf Directors of Nexenter;

- Chairman of the Telecel Vodafone Foundation.

Antdnio Manuel da Costa Coimbra
- Bogrd member of TelecelOnline: |
- Board mamber of the Telecel Vodafone Foundation.

Paulo Jorge Gongalves Pereira Rodrigues da Siva

- Board member of TelecelOnline:

- Board member of Nexenter;

- Board mamber of the Talecel Vodafone Foundation.

3. Performance of shares on the Stock Market
The performance of Telecel Vodafone shares on the Stock
Market during the 12 months ended 31 March 2001 is

shown by the folfowing gragh;
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2 TELECEL VODAFONE SHARE PRICE EVOLUTION {1 APRIL 2000 - 31 MARCH 2001)
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It is painted our that during the pericd referred to, Telecel
Vodafona did not carry out any share capital increase, nor
did it issue any securities liable to lead 1o a share helding
position in the Company.

Chapter 1.7 of the Report and Accounts outlines the
performance of Telecel Vodafone shares on the Stock
Market from @ December 1996 tc 31 March 2001,

4, Dividend Distribution Policy

In the previous financial year and taking intc account the
granting of a UMTS licence, Telecsl Viedafone's General
Assernbly decided that no dividends would be distributed
to its Shareholdars. Il is pointed out tha, in the second half
of the year 2000, the Company took part in g public tender
issued by the Portuguese Government for the awarding of
UMTS ficences. It duly obtained a ficence following the
assessment of progposals by the Analysis Commission,
which will involve the undentaking of considerable invest-
ment in the coming years.

8. Extarnal agreements with regard to the exercising of
Company rights or the transferability of shares

Telecel Vodafene has no knowledge on this date of the
exisience of any exiarnal agreements crawn up by its
Shareholders with regard 10 their shares.

The Telecel Vodafone statules co not impose any statu-
tory limitation on the transfer of shares.

6. Use of new information technology in the disclosure
of financial information and preparatory documents for
General Assembly maetings

From August 1999 Telecel Vodafane has provided financial
jnformation about the Company on its homepsge
(www,telecelvodafone.pt).

Telecel Vodafone alse releases various information using
several methods, especially through e-mail, always in strict
compliance with the respective applicable legal rules.

7. Support suite for the investor

With regard to supparn for the investor. Telecel Vodafons's
Corperate Communications and Investor Relatonsg Oepart-
ment has the function of offering aid to investors.

This department is run by Ms, Paula Pawo and Ms. Ana
Catanna Braga under the guidance of the axecutive respon-
sible for relations with the market and with the CMVM,
Ms. Luisa Pestana. Investore may reguest information or
present compiaints Dy telephane (+3%1.91.378.5252/
+351.21.722,5252), fax (+351.21.722.5480), letter (Centro
Empresarial Torres de Lisboa, Ruz Tomés ds Fonseca Torrs
A 18° C, 1649-032 Lisbos) or e-mail (r@telecelvodafone.pt).
It is Telecel Vodafone policy to respond to all queries as
quickly as possible.

Il - Exercising the right to vaote and representation
of the Sharehalders

8. Exercising the right to vote

Under the terms of article 7 of the Telecel Vadafone
Statutes, Shareholders can ‘ake pant in tha General
Assembliss with the right lo vete provided that they have at
least 10 shares, '

Article 8 of the Telecel Vodafone Statutes allows voluntary
representation in General Assembly meetings. In the case
of individuals, they may be reprasemted by another
Shareholdsr, any membar of the Management Board or
other person that corperate law permits.  Under the tarms
of the same norm, the instruments of voluntary representa-
tion must be addressed tc the chairman of the Gensral

Assembly Board and defiverad 10 the Company at least ToEeCEL T
three days n advance of the date of the meeting. O vodslone
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The Telecel Vodafone Statules do not expressly contain
the “vote by corregpondence”. Nonetheless, the Cempany
implemented the possibility of deing $o during the previous
financial year, Shareholders who intend to vote by corre-
spondence must send a letter to the Company's head
offices, addressed tc the chairman of the General Assembly
Board, which containg their vote on each of the points on
the agenda, This lefter must contain 3 signature recognised
and adthenticated by the Company secretary.

9. Perfecting of procedures connected to representa-
tion requests

It has been Telacel Vodafone practice 10 include in the
cenvening of the Ceneral Assembly meeting. indication with
regard 10 the terms and conditions concerning participaton
of the Shareholders in these meetings.

Telecel Vodafone will continue the practice of including n
ihe convening of the General Assemtly mealings, menton
of the pcssibility and the terms under which ils
Shareholders can exarcise their vota by cormespondence as
established in articte 22, no. 3 of the Securities Code.

Il - Corporete RAsgulation

10. Measures adopted to prevent the success of pubile
takeover bids

The Company has no intention of ¢reating mechanisms that
may lead to the premeditated erosion of the Company
assets in the event of a takeover or change in the compe-
sition of the Management Body.

IV - Seructure and functioning of the Management

Body

11. Plurality in the composition of the Managemant
Body

Telecel Vodafone Management Board met on a regular
basis throughout 2000 with the aim of guaranteeing the
effective control of the management of the Compary. The
Genersl Councll, charged with monitoring the activity of the
Management Board. met perlodically over the same year
under the terms of the Law and the Statutes.

Experianca has shown that the number of members that
make up the aforementioned Bodiss is adequate for the
camying out of their tasks.

12. Balance on the Exacutive Commission batween the
Board Membears connected to the majer Shareholders
and the independent Board Members

Net applicable given that the internal structurs of Telecel
Vodafone doegs net encompass an executive commission.

‘4 0047 ON

Nonstheless, it shouid be menticned that Telecei
Vodafone General Council must be composed of
Company Shareholders and that its Management Board
can consist of persens whe are not Company sharehoiders.
This establishes a balance of power within Telecal
Vodafone that has proven to Se suitable, with regard to
appropriate COMpany management. '

13. Creaticn of intemal control commissions for mate-
rial that may give rige to potential conflicts cf interest,
professional confidentiality and diligence in the running
of the Company

The regulations outfined in the Commercial Companies'
Code and the Securities Code impose special duties on
members of the Management Bedles with regard 1o
caonflicts of interest, obligation to confidertiality and dilis
gence in the running of Company affairs. it has deen a
concern of Telecel Vodafone to nfarm its senior personnel
about the importance of controling all situat'llons that are
liable to violata any of the aforementioned duties.

|
No conflicts of interest have arisen at Telecel Vodaione to
justify the adoption of internal control commissions.
However, Telacel Vodafone does not reject their creation
when they prove to be necessary to guarantee healthy,
prudent and transparsnt managemsnt of the Company.

On this matter, reference must aiso ba made to the exis-
tence of a monitoring commission whose fynction is to
monitor tha activity of the Management Board as outlined in
stipulation no. 2 of aricle 344 of the Commercial
Companies’ Code. ‘t
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DISTRIBUTION OF RESULTS

Taking mnto account the plan of activities for 2001, the
investment naaded for the introduction of UMTS technology
and the start-up of third generanon services, as wel as the
recommendations of the General Counci, the Management
Board proposes thal the net income gathered for 2000.
amounting to a profll of PTE 16.2 kilion {EUR 8G.8 million),
be applied in the following manner:

Reinforcament of the Legal Reserve: 5% of net results,
equivalent to PTE 0.8 bilicn (EUR 4,0 million);

Froe Reserves: the remaining PTE 15.4 bilion (EUR 76.8
million),

This propoesal only appiies to the 2000 results and therefores
will be reconsidered on an annual basss,

15
FUTURE OUTLOOK

The strong competitiveness that charscterises the
Portuguese cellular market is expected to continue in the
coming years, as a result of the entrance of a new oparator
and the widening range of offers and services basad on
technological advances, namely, GPRS a UMTS,

The total number of Customners is forecast 10 continue to
increase, both with regard tc the celluiar service and the
naw areas of the Telecommunicaticns market, namely data
and Internet services. Owing Lo the continuing evolution of
rmobile technology. it will be pessivle to provide new data
and videc ssrvices, in addition 10 the vcica service that
prevails today. It is forgcast that within five years between
20% and 40% of mobite revenwe will gome from data sere
vices and the Infarnet, These services will bs suppered by
standardised access protocols, such as WAP. and by the
svolution of the second generation GSM, mainly GPRS,
that wii enable a more efficient and faster transmission of
data through packages, The subsequent introduction of
UMTS will generata new and further abundant potential in
this area.

Telecel Vodafone i3 particularly wall positioned and
equipped 10 1ake advantage of these new opportunities
afforded by the market and the technological sdvances.
The Ccmpany is set on leading the mobile data revolution

in the country, as shown by its pionesring of the WAP
service and HSCSD technology in Portugal, and the provi-
sion of GPRS servicas, Third generatian mobile services will
soon follow, where Telecel Vodafone, as was the case with
GSM. will play a leading role as a catalyst of this market in
Portugal. The Company is convinced that UMTS will play a
fundamental role in developing the Inforfmation and
Krowledge Society.

In 2001, Telecel Vodafone will aim to increaé.ingly satisfy
the global communication needs of its Customers, con-
tinung to provide innovative services geared 'towards an
increasingly demanding market, with regard to fixed, mobile
and convergent communications. Dwing to; the heavy
investments thar are to be ploughed into the construction of
the UMTS netwark, the expansion of several business areas
in whigh the Company operates, the reinforcament of
coverage and quality and the introduction of new functions
on the cellular network, it 13 expected that the capital
expenditure on fixed assets in 2001 will exceed that of
2000.

In 20C1, the Telecel Vodafone Managsment Board and all
of the Company's Employess will continue 10 strive to
achieve their full potential and giva their greatest effort so as
to furher increase the revenue, cash flow ana lnet income
of the Company.
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CLOSING REMARKS

Telacel Vodafone & ong of the leading Telecommunica-
tens companies in Porugal and an interngtional bench-
mark in the celiular busness area, In tarms of revenue of
services provided, § is the sacand largest lelecommuni-
cations operator in the gountry. It is aiso one of the largest.
most profitable and prestigious companies of the
Portuguese economy.

Since the Company staried its activity, Telecel Vodafone
has worked o develop the skille needed to achieve the
leading pesition that it holds in the mobile telecommunica-
tiorns markel. These skills have enabled it to successfully
overcome the challenges it has faced and profit from the
oppontunities afforded by technological developments.
Telacel Vodafone holds a UMTS licence (having been clas-
sified in first piace in the respectiva lender} and is ready to
play the same leading role with the third meobile generation
that it had with GSM, continuing {0 be one of e main
growth drivers cf the market ang convributing significantly
for the economical development of the Portuguese Socety.

- —ne
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ACKNOWLEDGEMENTS

The year 2000 was ¢nce again g year of growth and consal-
idation of Telecel Vodafone's competencies. We are confi-
dent that the Company will continue 1o develep strongly in
2001, respending positively to the challenges it faces. We
would like to close by expressing our earnest gratitude to
the follewing:

Qur Custemers, who aid us constantly with their criticism
and suggestions ang whose expectations we always strive
to live up to.

Qur Employees, whose effor and dedication has made it
possible (¢ build one of the most dynamic Portuguesa
cempanies, of considerable size and profitability, able to
offer a high quality of service to cur Customers.

Qur Distributors znd Suppliers, who have' responded
effectively to our needs and who have been our funda-
mental partners in the project. :

Our Shareholders, wha have constantly given us their
support and co-operation. We are confidenl we will
continue 1o ment their full confidence, .

The Public and Gavarnmental Bodies, which were open
to dialogue with our Company and looked to understand
our problems and expectations.

Finally a special mention of gratituda for the members of our
Corporate Bodies: the General Councll, the Official and
Independent Auditors and {he General Assembly Board,

Lisbon, 2 July 2001 f

'

THE MANAGEMENT BOARD

Anténio Rui de Lacerda Carrapatoso (Chairman)
Anténio Manuet da Casta Caimbra ‘

lan Thomas Johnsen ‘

Paul Michael Roberti

Paulo Jorge Gongalves Pareira Rodrigues da Silva
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GENERAL COUNCIL ACTIVITY
REPORT - 2000

To the Shareholders of Telacel Vadafons,

Under the ferms of the Law and the Statutes. the General
Council met penodically during 2000, with & vigw to accom-
panying and monitering the activiy of the Managsment
Beard end the Company in general.

In May 2000. the Council spproved the Management
Board's Repert and the Accounts with regard o the finan-

cial year of 1998, which, togather with the 1909 General’

Council Activity Report, was submitted for gppreciation of
the Gereral Assembly and duly approved. The Council algo
aperoved Telecal Vodafone's proposal concerning the
implementation of information technology projects. which
led to the constitution of the companies CelFocus and
Nexenter, On the same dste the Council expressed its
gratituge 1o Mr, Jeffrey Clark, Mr. Thomas !sakssecn and Mr.
Vernon Tyarman for their effort and valuable support whilst
membpers of tha General Councr,

In September 2000, the Council welcomed Mr. Dan Hess,
Mr. George Koronlas. Mr. lan Maxwell and Mr. Thomas
Geitner. as new members of the General Council. counting
on their (ndispensable support for the good performance of
the Council. The General Council members gave their
supron to the pian for & tender for & ficence to operate
UMTS technology and approved the constitution of the
Telecel Vodafone Foundation, as part of this proposal.

In the General Counci maeting in Daecember 200C. the
initiatives to be caried out at the core of the Vodafone
Group and their respective benefits 16 the Company were
analysed, On the same date the Council congratulated itself
on the fact that the Telecal Vodafane proposal was classi-
fied in first place in the tender for she granting of UMTS
ficences in Portugal. '

in March 2001, the Counci approved the Budget and
Business Plan for the year 2001, which outlined the
Company activity during this financial year.

The Council congratulates the enarmous dymamics and
management excellency maintainad by the Company and
respective Management Board in 2000, both in the expans
sion of its business areas and the consolidation of its strong
position I the market, confirmed dy the continued growth
of its revenue, EBITOA and Customer base, '

Lisban. 3 July 2001

The General Courcil

TELECELY
Q© vodaione
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STOCK TRADING ACTIVITY BY
MANAGEMENT BOARD AND GENERAL
COUNCIL MEMBERS
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Antanio Carrapatcss

On 12 September 2000. he was authonsed 10 acquire up to
57.508 sharss from Telecel Vodatone at the unil price of
EUR 15.30 (PTE 3,067}, No purchase or sale of Telecel
Vodafone shares was mads in the twelve months anded
March 2001.

Anténio Coimbra

On 12 Saptamber 2000, he was authorised to acquire up to
36.604 shares from Telece! Vodafone at the unit price of
EUR 15.30 (PTE 3,067). He acquired, at EUR 14.33 (PTE
2.873), 3.500 shargs on 25 Septemiser 2000 and acquired,
at EUR 13.30 (PTE 2,666}, 4,000 shares on 6 Oclober
2000.

lan Thomas Johnson
Does not hold any Telecel Vodafone shares and is not
covered by the Company's Stock Option Plan.

Acquired boiweon Sold Setweely L.
OUGAMC and 31/0X/01  D1/04/ an 31Q3/0Y  DIATSE an 100
.............................................................. feemveremmnsnanam
Shares Bongs Shares Borels Shares Bonoe
. 18.000,
7.500 . - - 10,000,

Paul Aoberti ‘
Does not hold amy Telecel Vodafone shares and is not
covered by the Company's Stock Option Plan.

Paule Rodrigues da Silva

On 12 September 2000. he was authorised 1o acquire up lo
34,231 shares from Telecel Vodafone at the unit price of
EUR 15.30 (PTE 8.067). No purchase or szle of Telecel
Vodafone shares was made in the twelve months ended
March 2001,

Chartered Accountant

Sociedade Ledo, Morgado e Associados - Sociedade de
Reavisores Oficiais de Contas (SRCC) does not hold Com-
pany sharas or bonds,

Mr. Manuel Maria de Paula Reis Boto does net hold Com-
pany shares or bonds, '
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LIST OF QUALIFIED SHAREHOLDERS
OF THE COMPANY SHARE CAPRITAL

In compliance with that stipulated in line &) of ne. 1 cof aricie
6 of Regulation 11/2000 of the CMVM. we show the
Sharehoiders that own at least 2% of the voting rights with
regard to the Telecel Vodafone share capital, on 31 March
2001

Shareholder No. of Sharvs % of Share Capital

\Wanane Euope 5.V, 100,811,078 50.69%
Owverg 108 588,840 BI1%

Vodafcne Eurape B.V. directly holds a totat of 109,411,070
shares in the Company, representing a holding of 50.89%
of the share capital and voting rights. The remaining
105,588,330 shares dispersed on the Stock Market ars
equivalent 0 49.11% of the share capital with identical
vating rights.

PEVPRYN LPCTYPPT P PEY PP TAPT S wreaanmITTRLEETRaE

% of Voting Rights

-----------------------

50.89%
28,11%

TELECELY
Q wodalone
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EXTRACT FROM THE MINUTES

OF THE TELECEL VODAFONE GENERAL
COUNCIL MEETING

(.

2 » Approval of the 2000 Bosrd of Management Report and
Financial Statements

Mr. Carrapatoso, President of the Board of Management,
presented the Board of Manmagement Report and the
Financial Statements for the year 2000, pericd from 1 Apn!
2000 10 31 March 2001, and explzined the main events of
the period, as well as a summary of the contents of the
Report.

Mr. Manusl Maria Reis Boto from the Chartered Account
firm "Ledo, Morgade & Associades” described the work
carmied out in order to review the 2000 accounts. He then
presented the Legal Cenification of Accounts and the
Charered Account Report for the 2000 financial year. Mr.
Manuel Maria Reis Boro reiterated his favourable opinicn of
the 2000 accounts and recommended that the General
Council approvs the accounts.

‘4 00%] O

As there were no comments namely on Section 14 of the
Board of Management Report - Distribution of Results - the
Lagal Cenification of the Accounts and the Repon from the
External Auditor, Mr, Hess requested the Council to vote its
approval for the Board of Management Report and the
Financial Stalements for the year 2000. They were
spproved by unanimous vote.

3 - Approval of the General Ceuncil Repont
Tne Council reviewed the General Councll Aclivity Report

for 2000, which was put tc vota and unenimously
approved.

(o}

3 July 2001
Lisbon. Partugal

§3ITLL09 AEVET) (1

100¢ 230 11

© © O O

@ ® ©

& D &

2 &

3 O




vyl

LR T
[P

®

® 6 0 9 & ¢

©0 6 900080

8T

05
REPORT OF INDEPENDENT
ACCOUNTANTS

To the Shareholders of
Telecel - Comunicagdes Pessoals, S.A.

1. We have audited the accompanying consolidated
balance sheet of Telecel - Comunicagdes Pessoais, S.A. as
of March 31, 2001, and the refated consclidated state-
ments of income (by nature and by functions) and casgh
flows for the year then ended. These consolidated financial
statements ars the responsitility of the Company's Bowrd
of Dirsctors. Our responsibility is 10 exprass an oplinion an
these consolidated firancial statements based on our audit.

2. We conducted our audit in accordance with generally
accepted guaiting standards in Portuga. Those standards
reguire that we ptan and perform the audit 1o obtain rea-
sonable assurance about whether the consofidated finan-
cial statements are free of material misstatament, An audit
includes examining, cn a test basis, evidence supportin
the amounts and disclosures in the consolidated financial
satements. An audit also includes assessing the aceoun-
tng principles used and significant estimates made by
management, as well 88 evalualing the overall consolidatad
financial statement presentation. Wa befieve that our audit
provide a reasonable basis for aur opinion,

| TELECEL VODAFCNE | REPORT ANQ ACCOUNTS 8000 | INDEPENDENT ACCCLNTANTS OFINION AND OTHER LEGAL NOTICES |
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3. In qur opinion, such consolidated financial statements
present fairly, in all material respects, the consolidated
financial pesition of Telece! - Cornunicagdes Pessoais, S.A.
as of March 31, 2001 and the consglidated rasults of its
cperations and its consolidated cash flows for fhe year then
ended, in conformity with generally accepted accounting
principles in Porugal.

4. As mentioned in Note 14. of the consolidated financial
statemants, Telecel = Comunicagdes Pessodis, S.A. has
changed for statutery and lax reporting purposes its
accounting pericd. Such change was effectivajsince 1 April
2000. Therafora, the Company has optad| 1 present
income stalerments (oy nalure and by funm#ons) for the
following periods: () 1 April 2000 to 31 March 2001: (i) 1
April 1998 to 31 March 2000 (unaudited); (i) 1 January
1988 to 31 March 2000. The financial staterments for the
fifteen month period comprised between 4 January 1959
and 31 March 2000 were audited by another firm who
issued their report on 16 May 2000,

!
DELOITTE & TOUCHE !
July 3, 2001 r
I
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BALANCE SHEET ON 31 MARCH 2001
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AQUanGES |0 fixed A3381S SUDPITS 13,047,714 12,847,711 ALAZE AL
31816 410 DUBG Brililme s 46,851,795 049,051,798 231,134,541
Other ambiors 252.387.304 282,567,304 266132979 '
' 42,154,598 A8 11,048,810,718 28£10,126,784 16.186,842 025
Bank deposts 30 £ah i Nang ‘
Caan &t banks 32,531,038 2 431 @ 22.560.716
Casn i med 10.302.043 18,202,041 7,388,887
178,679,079 978,829,079 219,228,353
Accrusis and delensi
Aczryed inceme 55 12,363,7C5.,879 12,853,705 878 6€,541,076,406 '
Ooterrent cosie 38 12.485.712.426 12.948,713.028 6.304.087 345
24.928A10,207 24920413,307 18,835.102.761
Tolal gepreciaion 70.705.928.7%3
oMl gravaans 12400.087,281
Tow! sazate 260,283.340,74) 9,108,998,074 180,173.344.77 180,803479,818

« Thy socaroenpng MHiSE OF (M S SLAlSMERAE 8 ON e 30 O iheze ano Tiaamens
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SHAREHOLDERS' EGUITY AND UIABILITIES

ML aENRREEr e se e remr—ceamemaamana dmedomasEEERIRSGETvIEIY e e e aaa

SHAREHDLOERS' EGUITY

Shas Gaoin!
Ot Sheree
Normna! veug
Shore premium
Supplemantaty contibulons
Faganes
Loy rectervi)
Swetuiery nrsorve
Conlraclug! eienes
Seacql rasarves
Ratarens safnngs
Nay incame
Anlicaleo Jhagends

LIABWITIES
PROWVSIONS FOR RIEKS AND CHARGES

Prenision or peneon
Other provizians lor nzhe and cergss

LABILTIES « MEDIUM AND LONG TERM

Qetariures
Cowestitie
Non corvertite

UABIUTIES - SHORT TERM

Qoberfures

Conveniie

e comveriols
Bork foans.
ACVBNEHS GN SIS
e credhore
T awdlion - o DENding aponnl
Trade &l geyedie
Omor sareholders
Fixed psua18 Suoplans
Blaip and pubfic eniiiss
Cihey crechiora

ACCRUALS AND DEFERRALS

Accnod Lons
Onferrad came

£l

O CrYNTIUNT ety

88

owg L les

Toal dhasaheidems’ equity 2t ketriten

* Tha aceampaimng Aol Hn 1he frunoal NEWTNAG are 39 ntogra) X1 & iNess Arprnc! slnieminta
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31-03-2001 31-03-2000

21,551,815,000 24,551.815.000
(46,814,058 14,502,628

(1 10,856,427} (101.275.793
3.061,530,338 2,088, 186,556
34054 162.646 15.110.600.77¢
10.004. 551 900 20,268.675.851
T3.704,875,803 8B.40.708,377
43074817 2.159.983,704
3AM.TET Z.180,989.704
10,083,888,87 1 5.338.533,457
€,8%8,029.816 5.067,468,583
9.370,742,307 7,388,082.870
48,115,850,000 21.080,508.558
8.371.0497.638 5,310,457,835
2,72925.352 7,074.384.500
1,378270.078 594,415,043
90,785,381 248 SR8, 07E A2
15,089,11,233 7,420 344,441
$.204.628,128 §515,1e8,082
21.2B4058.90% 12938712453
114470,084,824 T2011 763,138
189.175,344,727 130.902.470.918
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(Amourte capresand! in Surus) 31-Q3.2001 31-03-2000
Oenrccialion _ .
ASSETS Gross Assels and provigis Ne\ Assals Nt Assels
............................. U UIF PO PR gt P T e ﬁEa
FIXED ASSETS
Inanghe ol
INSIARON CXPENSES 47.2¢9.735 0.L7G 174 G 372,551 4.213,5'0 :@
BPosaareh it GovaiomInng doud v 22 Dda.u67 23.547.985 4796870 7.053078 )
I3gustnal oLy ! il nini ity 1,223,133 ar.ae3 1.185,Ga8 1,151,276
Wark n progies 104512272 108012272 2.003.753
175,430.012 528657 664 121,568.058 18,023.818 @
Fix00 assnis .
(v (v MAYAY MASOUICKs 3.973.20 8.279.200 8208
Bulidngs and other conslraion 89,760,331 20.945,558 65,840,772 £7.343, 2% @
MaciEy ard CoupAVI 455,845,409 214 057,990 341,397,613 258.752.015
Trarvzaporslion equn ey 9,7¢R.6020 5,298,080 8,449,422 2037612
Toeds 40 caher carapivIon myr2ers 13,077 140 7,498,501 7728336 @
Once egquyyisrt 125,941,710 82.300,750 43.884,355 37.058.370
Oty haad ascans 56706 $4.388 2308 8,321
Work 11 [romcess 68,922,811 8U.522 y1 63,187, 5wy
874257838 3R 741,815 535,518,021 453,148,040 @
Frrmncia mwdginmnis
[MWasATET 0 Groun COMESag 2,000.000 2.000.000
LN 10 SOUD COmnares
o0 gNArR 1 AZIOCMIE CONINININS 914,188 914,168
Secuntier I oihey fimawed sp1ALCnY; 146,250 144350
3,060,428 Q040 AS8
CURRENT ASSETS
Siocus
Marcrangie 26,762 @85 5,245 41 23,537 0dd 43,457 437
AgvannnG Ior purchasas
28,782,888 5,245,541 20.337,004 A3.A37, 037
SNon g recavatir:
Trage cebior 124,394,352 126.394 852 10.691.590
Doubtiut rade dethor G7,097,330 48,505,634 281766
Agvanem 1o Custonars
AcivarGen 10 Irié srachiGry 6,775 208 4,795 1512203
Advancat |o fued Jszme suppe €r.977 €7.077 83,537
S end pubhe ames 1.745,552 1.745,85¢ 1,152,89¢
Ofter cediore 1,229.600 1.248.800 1.09%.09% . q
190,334,277 $5,805,634 113,728,845 Bg,783,02
Sank deosts 879 £38n N had )
Cash o1 barks 1808207 1,808,207 1012,364 Q
Cash o hand 81.3i4 81.014 30.75%
1,600,811 1,429,811 1,048,110
AgTruets andl deferrdi
Acta Incame T 816025 61870,025 32,626,762 A
Dolbres 80814 62,G82.502 52 682,502 ak u¥, 810
124,202,527 124.202,527 78.a84 282 "
b
o depreaiation 362,603,480 <
sl provam 1,851,278
Toua ssasiz 1,354,087,288 854 ABg, 744 943,802,641 852,543.708
~ (o irsasd sYONNALON ariad 0 Buwros o 02200 o ME hxed Conarawn /Qie of PTE 200 482 10 EUR 1 (1em ¢ronter 13 Neiss o0 i leuwan nigtmaiem racmd s n bwrgdy, ‘@
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SHAREHOLDERS' EGUITY AND LIABILITIES

31.03.3000

31-02.2000

...... g g G P S R

SHAREHOLDERS' SQUITY

Share Capral
Own Shams
Nominal vl
Share premium
Supgiera\tary comadulieny
Rezaree
\9gal resarvo
Statutory resarve
Caniriual cosorves
Sgacial resoevar
Retyes sarrrs
Net incorma
Anteperad dhvidands

VABUTIES
PROVISIONS FOR RISKS AND CHARCES

Provemn for penaien
Ouhar croviciens for isies and ChYages

LASILITIES ~ MEDIUM AND LONG TERM

Dananiures
Comariio
Non Carvertitiy

UABILTMES » SHORY TERM

Davwniwes

Convertbio

N corrert g
Bank s
AcmrcEt on agies
Tk credflare
Tricis Co0kors - imvacas panding aopraval
Tl oy payabie
O shannoidars
Flxog mamts suopiere
Ei2o Qe putiic emtities
Oncher coadtiions

LT . . [

AGCRUALE AND OEFERRALS

Accrued oy

W -
DI . - N

.

Tais sheretocary' aquty and tabiites

107.500.000

251
©8.537.028)

16,370,408

171.407 821

80,124.097

Totnl mnarehokiars’ equity 367,637,288

17112485
17112485

94,787,304

WL78874
48,761,086

240,000,000
41,758,285
19613,489

0.A08,620

ABQTIA 473

78,757.441
26,290,854

108,017,296
Tocl ittt 73,905283

43,602,541

107,500,000

(22 ,460)

{505,181

10,316,121

18ar208y

101,089,752

22,760,508

10,744,025
16.740,028

3,718,840

45,163,504
38,768.743

105.000.000
2048848
a5,288.283

3,463,730

ZH3,908,1D

03872
27,600,642
64243014

$Ax198,190
832.,642.708

=« The financl®) nformston oresentad n Eures 8 basad on (N9 e conversion rae of FTE 200,457 tg EUR 1 (sem chipie 1US. Notgg on tng ingnoual misnmmion eresantea n Eurvz)
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STATEMENT BY NATURE OF COSTS AND

INCOME FOR THE FINANCIAL YEAR

ENDED 31 MARCH 2001

{Amaums d In Ponugues
EXRENSES Note. 01-04-2000 1o 31-0a-20M 010941999 to 3103:2000° 010141859 to 31 02:2000
Lot of oo souf 49 24788882077 24,636,271, 31 34.526.878.647
SuUPies ane Wveos 78.951.294.776 10a,780,1786,852 A2 870 849 280 77.867,120.601 64,218,322 085 OF.747,140.692
Employee costy
Balanes and wagez b I 8,480,827 288 8,782,653,078 B,068.209.040
Socw grarges and omer » 3,42¢,594,650 1,906,427 838 3,833,¢42,688 10.615810.668 4,966,835 455 13,237,004 408
Coprcialon ore smonisalon F1d 21 S15.210.048 12,6800 18 21.288.007.528
Provisons 46 2.4Z5.831,1683 23,042,044 208 1,881,802,779 19,511,976, 898 2.204/01,258 23,490.4 1€ BA3
Teang 3,749.301.9Q7 2,784.264,76% 3,33051147Q
Olher operaling cosle . ? 743.4v3.2%0 11,482.801.177 4,176,048 500 0.860.312.868 1,633.878,218 8.018.¢87,697
[{ [ I— 161,120 444,003 114 8822110 139,460,081, 770
Los20s (N GOUD e 2820CIaIadD ComparEs
Armrriasbch gD provigens of innnclal applesiions and yivanments
Imierezl payapio ama ofher francl supercex ad 3.417.515.52e 4.617.113.824 2020888847 2.D20.596.547 2.212.800.0898 2.014,4%).068
{&hurer 1 ! 164,737.580,827 118.508,118,077 141808 584,500
Extrsormangry chamos 45 1.258,283,120 1,288.283.130 1.100,211,482 1,900,341 1.4R2 1 453,250,771 145,250,771
[~ — : 180.725,837,8657 117,000,328,349 1a0.297.519.640
nGame 1o 9 10 016,821,182 10.015.621.182 8.813317.07 801 1NN 12.072.762.272 1207278472
1 — 168,051,645,108 YZ7 21D,848,730 158, 34877 5N 2
Nai incorme 16,004,991, 50 18,704,719, DOLTEAN
182,116,297 009 142,572,388 50 170,60 234,382
INCOME Ngls  01-04.2000 to 31-03-2001 Q1:04-78%9 lo 31:03-2000" 070141999 o 31.03-2000
Salrz - 14.750.816.0a 13.872.086.088 16.7168.033,534
Seérvieps tandemyd a8 164.500,607,485 127,816,120,788 158 500 Y23,278
Capnetzauan of own codle
Susnes
SLopiemeniary neothe & ol opeaing meome . 500,600,497 07.583.5M 171,058,613
L —— X 180,781 214,063 141 548,170 AQS 173300, 118422
GRune N Gu and ASZ0CNI60 CaTpaTes L 13.870.795
Inares| o0 o NG AN TWesIMan: sacurues “ 70,824,854 91,517,530 117,619,705
Otter tnargly) incare a 1.003.760.314 1.117.655,684 121,820 852.785.350 643,205,005 760,724,340
[ I— 181 87974087 142.233.9%,758 174,104.860. 262
Extracranay resms @ 23rxz2.6a2 Qs 436,743 1,648, 413,361
L/ —_—— 182,116,207,009 142,524 A S 178,64 283,583
Oparwting ncome 2.80,772.160 27,100,9¢2,278 33,000, 5T1,857
Finsrcial coga o (A9, 1550 1,388,137 5o} {1,853,758,258)
Current Icome 141,819,200 29, 792.511,081 32548278353
TELECELT Ineorma befora theamo ax 28,[T50,487,052 26,715,038.542 32,330,437 52
© vodainne Ner incorms 18.084,581,600 16,704718,771 20288 875851
- unaaid
~ Tha acsempnmeg ndiea o1 N8 ANVVON! DalGMeEnT Jra 30 «agrnl PO of (heso Financal Siaaments
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(AmourTt enoresaed in Euros]

_____________ J e P L LT L L T P e R P R PR

EXPENSES

Caa of goada sod
Sismlen snd senvicas

Employas cosis
Sxamm 50 wagRs
Socil chargma 5} other

Deprecinion um amorisgion
Provieons

Taxoy
Clrer operstng coas
L/ T—

Lowaas of groud e assccined companes

AMOISALoN I3 Trovisons of IhAnciz) It fone S0 rveZlmoma

Irveres] pRyab!s erel ovnar inancinl eupanies
[

Exirsordinary charges
L [e—

incama Las
[+ S——

N oo

SuppieTentary M anc Glher opeTating reama
1 J—

Gairrs 1 groue od sasncinied comparies
interest racaived o bore and VSTt caGuniee
Ot fingneial incame

= -

Extramsrary ncoms
i —

Oparatyy] rcams
Frarl Goe. ret
Cure nesmm
1hcom® bt oo 8
Net icone

° Ungudieg

21-04:2000 1o 31-03-2001

120,646,623
304,006,317

Qa1

17.081.808

107 117,400
13,104,083

18,701.499
33,624,411

18,042,098

8,a79.703

49,363.705

$12.650.340

£9.337,984

Hg422413

§7,325,851
75,780,801

12.042,008
771,327 598

€,475,703
770,363,400

48.988,705
2B

80,120,697
508,791 811

01-84-2000 10 31-03-200

............... P PP TTY TR

£9,087
0,779
5,180.73

76,595,168
820,526,020

2511962
07 AL 8

5.576.341
BOT 20488

1182318
£808,291,87\

147,847,863
(12468750
195,281,708
130,085.402

80,129,097

C1-04-1396 10 31-03-2000"

458,488
21954482

01-04-1999 to 31-03-2000" 01011998 10 11-03-2000

122,386,405 192,277,405

253.519.88 385,008,571 320.219.640 472,508,745

31.831.800 44.740.451 .

19,120, 135 82.951.6¢1 24,285,509 58,028,050
48,084,073 108,191,017

0,388 363 PP 47¢ 456 10,883.682 117,181,679
13,887,285 16,881,220

20.630.0%¢ 34,717 808 29,124,152 &N.988,072

aN.000.07S 659, 793.548

10,080,181 10,080,191 11,540 350 11,544,508

£81.130.057 197.238,199

5,467,842 5.487.802 748,74 7,2¢8.784

436,847,480 714,528,924

47,831,024 47,0951,02¢ 00,218,661 €0,218.654

B3s.508.00 774,803,638

7R004,812 101,088,752

TI20TIS 874558,°80

01-31.1939 1o 31-03-2000
€4, 105.0853 83,489,200
630,548,527 780.638.278
4BB 2% BS7,720
708,228,841 664,558,201

528,186

3,250,550 2.208.200 4,784,480
709 484,700 BANGHD ARY
2,418.54d 214,879
712009735 STS.895.080
133,170.088 169002855
(6,624,248) (. 750,114)
128154, 724 161,342,301
728,28A898 181 208438
78,334,812 101, 0WB, 752

= P fronciol Nomoven rreseriad [t EUos 15 hosen i 1he o Comar3on rm of FT( 0 482 e EUR 1 (e chapier (V3 Noles un 19 fiNincdl INOmascn rresented 9 Eurda).
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STATEMENT OF INCOME BY FUNCTIONS
FOR THE FINANCIAL YEAR ENDED 31
MARCH 2001

(Amounly saprepsed in Pernuguoas Escudos)

Note 01-04-2000 01.04-1888 01-01-168
10 31-03-2001 16 31-03-20(0° {0 31-08-2000
S5 2ng zATvGer NGl 3w 180.257.413.526 141,408.600,634 179.222,156.809
Coel ol sty a1d of sbrvces rerdared ES . 81,071, 741,227 50,200,140,859 88,316,050,428
Grosa Proh tongesaTm §1,278.450.878 83.808.100.373
Oiher oporatons] Moy , 743.637 518 NG 172020 567,405 500
Owginbuton coals 66.9%0,265. 298 4% 077.604.635 26.77€.165.760
Agmraliaive coat3 22,550,635,680 18,731,508,77 33,349,007,550
Oher operalional coats 1.827,062.750 1100211 402 1.45.25Q.7 1Y
Qparadng ncome a1 28.578,545,012 20.680.174,336 £, 883, 190, 182
Nat firanci cosis
Profy/ions) n subadiary
ProfiAIcEs) m Yiher reepimanty (2.490.159.980 {1.368,132,554) 11,558,759,25%)
Curent reame a3 ; 26,080,383 052 25,318,030, 9542 32,000 437,523
Iroome (g1 by grimandnary ams 10,015,821,152 2515217,171 12,072,762,272
Curam. (ncome e reTre 154 15,000, 301.500 15.704.710.771 20,200.674.68v
Extroonnzry oo n .
Estrocrdndsy income (ax
Nel ineorre 6 | 18,084,581,000 15,754,710,771 20,268,875, 861
Eamngp por shre H 78 m g
* Unaaxond
* Tre Accompanyr nSied UN R (AINGIG S10teMONS [ an imegrat oan of (hese Fnancal Sistemena
THE CHIEF ACCOUNTANT THE MANAGEMENT BOARD
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Ampounla axprasaed in Surosd

--------- 01-0a-2000 01-04.1899 C1-Ch-1898
18 31-03-2001 10 31.03.2000" 1© 34-03-2000

Sulsy 9N rarvicas rencired B5%.121.788 705,742,195 454 028,475

Con of zaise ang of 28neqa rendonad 304,624 581 2a0.ad2 180 A4S 508 S8
@roas Profil $on 098,824 455,310,012 a18.521.87¢

Qngr cparatianyl ncome 3£0a.28a 1,577,051 2,800,657

Disinduton toste 384,041,287 224,848,084 128,581 088

Agminsi@nva cosis 112,632,011 53,433.070 116,484,334

Qlrher ooeraiongl omis 91338 S487 632 7.248,T6A

i
@ Ormxrating nogme 142.55¢,180 183,110,077 199,053,580

Nen finsrcral CotE

Proivfiazs) m eudsichary

Broffyiosy) m enor inveziments (12.465.757) 18,524 242 {7.750.114)
Curert Incoms 130,088402 125,285,808 161,509,438

Income Jax S9fors erarparcinary hems 40.DER.708 47,051,024 0218682
Curers (ncame mter ncome BA 80129697 78,534018 A01.088.752

Extraornnry incame: '

ExirmIcinary ircomg 1ax

N@ veame a0.129,807 TAIHUATZ 101,088,762

ESnings o M Q.37 ose 047

© Ui

« Trow FRwYOAT fOTTRINON Oresenie i Eurrs ik CA5e ON (e aed Conuerzon 151e of PTR 700.167 fa EUR 1 (sae crvioter MG Rover on s irprca wilanalan presaniod o Eurost
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STATEMENT OF CASH FLOWS FOR THE
#
FINANCIAL YEAR ENDED 31 MARCH B
2001
t Pornuguase Eacudos)
01-04-2000
{0 31-03-2001 lo 31-00-2000
Pevmvmersecmmreesemcetiuena-saemesmasmmasna [ . NPT PP R RS AN AR SN n AR e a s mnm—y caemnm—— e —————
OPERATING ACTIVITIES
Rocgved rom Cuaicmery 163,900,405 172008845 ' a
FoaaTans (o eupphen (85,805,856) 92.834.608)
Paymenty 16 anplowags nugreson (12,554,282)
Payments retzed to oo e (13,493,223 (11,088 888\
Oihai ey a/(naymams) TILod 10 OparDling Chviies, ne (12,180,632) 19.813.55¢ ! @
Recooty ralbleg wnih g RaRNGry doms 383 13,828
Pryhenis et wiih extrsorsnary lema (122,318} 52,088
Cash Flows from cpemating actviion (1 32730 8248000 @
INVESTMENT ACTIVITIES
Cazh racafpts from*
Firaraal invasimenia
Tangitie foed aszelr 187,00 55,300 B
Wgngisio 6338t ‘
Imesment Subsidies
Iniprgm) and other wcama 1,100,083 vea.red
1,204,185 215925
Peymenty regtad (0!
Franze Irvesimenta (487 421}
Tongitdp anr) mangtk fxed asmols 160,295.564} 22,700,388
Cfter irvas)menia (1.291.992}
{82,008,577} 147,730 308
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NOTES ON THE FINANCGIAL
INFORMATION PRESENTED IN EUROS

———— i — ) et e—— —— s -

The financial information prasented in euros in this report
complies with the Accounting Directive no. 21 with regard
to accounting of effects of introducing the suro. approved
on 29 October 1987 by the Agcounting Standardisation
Commission. and tha Hacommendations from the
Portuguese Securities Markat Commigsion c¢oncerning
Financial Information Disclosed by Issuing Entities.

Far accounting purposes the base currency of Telecel
Vodafene is the escudo. The financial information
presented in ewros in the text and the financial statements
with regard to 2001 and previous years i1s provided only ior
the convenience of readers and s based on the fixed
conversicn rate of PTE 200.482 o EUR 1. The values in
euros result directly from the application, line by line, of the
alerementioned rate and the rounding rules in force, There
may be small differencaes between the sums of the parts
and ¢onverted totals or between ratios calculated before or
after the conversion of the respective factors.

The replacerment of histarical values in escudos with euros
must be interpreted as information disclosed only of an
indicative nature and not as representing, or eble to repre-
sent, the values in eurcs on the dates referred to,

[RTp——

06
ALTERATION TO THE FINANCIAL AND
REPORTING YEAR

In accordance with current fegisiaten and after duly

cbtaining egal =spproval. Telecel Vodafone altered its
financial and reporting year 10 (he period running from 1
April to 31 March in order to coincide with the financial year
and reporting polices of iis majer Sharehoicer, Vodaicne.

Owing to this alteration, the year 1998 exceptionally
included five quarters as the year of transition, running from
1 January 1999 to 31 March 2Q00. Therefore it 1s important
10 nate that, unless otherwise stated, aji references to the
year 1889 made throughout this Repont and Accounts
cover the period from 1 January 1888 to 31 March 2000
and net the usual calendsr year.

The year 2000 is the first year that the Compeany has
adoptad the new financial penod. Therefore this Report and
Accounts concerns Telecel Vodafona's activity in the
twelve menths ended 31 March 2001.
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NOTES ON THE FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR ENDED 31
MARCH 2001

{Amounts expressed in thousands of Portuguese Escudos)

INTRODUCTION

TELECEL - Comunicagdes Pessoais. S.A. (“Telece! Vodafone" or the "Company’) was founded on 15 May 1961. and
provides principally mobite telscommunicaton services under a 15 vear licenss granted on 18 October 1921, by the
Portuguese Govarnment through the Portuguase instituts of Communications {ICP). The business aclivity of the Company is
subject to the tarrns of this license,

On December 1998, Telechamada - Chamada de Pessoas, S.A. was merged inte TELECEL - Comunicagdes Pessoais, S.A.,
the effective merger date being retrospectively applied to 1 January 1998. All assets and fiabililies of the acquired antity were
transterred to Telecel Vodafane based on the related bock value as at 31 December 1397,

As a result of the merger, Telecel Vodafone began providing paging services that were praviously provided By the acquired
subsidiary. Following approval from the ICP on 27 Qctober 1988, the anginal 15 year license granted to Telechamada on 28
Aprll 1882, to provide direct paging services, was Iransferred to Telecel Vodafone. This new business activity of the
Company is subject to the lerms of this license,

In order 10 complete its offer of mobile t8lecommunicetions services, Telecel Vodafone applied to the ICP for oparating
licenses for indirect fixed telephone services and for direct fixed telephane services using FWA (Fixed Wirgless Access). The
ficenses, both valid fer 15 years starting 1 January 2000, wera granted in 1882, Operation of the indirect fixed telephone
services started at the date of ths license, wheraas the direct access service through Telecel Vedafone's fixed networlk, using
FWA (Fixed Wirsless Access) as the main suppon, started pilot operations in June 20C0.

In June 1982, Telecel Vodafone started its Internet operations as a service and content provider, The success of the new
activity. together with the need (o specialise the commercial axploitation of each of the business areas, led 1o the creation on
9 October 2000 of a wholly owned subsidiary, TELECELONLINE - Comunicagdes e Servigos, S-A., for the establishment,
management and operation of telecommunication intrastructures, the supply of ielecommunication services and the
development, management and cperation of interactive content and services. TelecelOnline has a share capital of 5 million
euros (PTE 1,002,410 thousand), reprasented by 5 million shares with 2 aominal valua of 1 euro each,

The share capital is made up of cash and assets:

- 545,804 guros [PTE 109,424 thousand) in cash;

- 4,454,196 suros (PTE 892,886 thousand) through a transfer of fixed assats related to the activities 1o be developed by the
company in the Internet sector

The fixed assels used by Telacel Vodafona for the cash pay-up of TelecelOnline share stock can be summarised as follows:
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Headings Gross valye Amorusauen Net Vajus
INTANGIELE ASSETS.
Roauarch ang diveloprant fosts 1,128416 (300,582 628,001
inlebariusl Sroperty ahd Cibver Hgna 10,259 {1,554 B35
1,138,603 AR, 19 «7.768
FIXED ASEETS
. Flant smt equipment 8.3 < RAL: 15508
Transponaton equipment 91,848 2.009) 18,830
Todts g pitey @yitrmeri o] {188 1
AQmiETOng Supmest 25,20 (a.B41) 20501
%374 ?1,157) B2
Teti 121878 2,299 HB2NAS

As part of Telecel Vodafone's connnuing strategy to positicn itself as an integrated operator of telecommunications and
information services, an 24 Octaber 2000 Telecel Vodafone and Cfocus — Solugdes de Marketing, S.A. created CELFOCUS
- Solugdes Informaticas para Telecomunicagdes, S.A., a jcint venture for the development and marketing of Customer
Relation Management (CRM) solytions for the talecommunications sector at both national and international level. Celfocus
hag = share capital of 100.000 surcs (PTE 20,048 thousand) represented by 100,000 nominal shares with a nominal value of
1 eurc each, of which Telecel Vodafone holds 45%. Calfocus' share capital was fully paid-up in cash at the date of the
memorandum angd articles of association.

The nasd to optimise the role of nfarmation technolcgy (T as a suppert for the telecommunications market was a decisive
factor behind Tefacel Vodafonie's decision to 1ake an B0% shara in NEXENTER ~ Centros de Tecnologia 0a informagée,
S.A., incorporated on 22 February 2001, an [T service provider whose functions include the management of IT support
nfrastructures, the technical management and operation of information systems and the supply and management of
connectivity 10 access software applications in the systems under its respensibiity and the management of computer
operations, both in-house and &t ths premises of busingss panners. Nexenter has a share capital, fully pald-up in cash, of
2,500,000 euros (PTE 501.205 thousand) represented by 2,500,000 shares with a nominal value of 1 euro gach, Nexenter's
operaiiong started up on 1 April 2001,

{n order 10 maintain a leading position in the Partuguese cellular phone market through the mobile-Internet convergences and
UMTS development in Portugal, on 28 Septernber Telecel Vodafone applied for a UMTS ficanse, granted by a Government
Act on 18 December. foliowing the call for tender for four nationwide UMTS fcenses for the mobile international
telecommunications systems. The license has a 15-year duration, ending on 11 January 20186, and Telecel Vodafons will be
subject throughout 10 the legal cbligations in force far the operations licensed.

As of January 2001. Telecel associated its brand with Vodafone, thus reflecting the Company's relationship with the
worldwide meblle communications leading Group.

The fcllowing notes are numbered in accordance with the Portuguese Official Plan of Accounts (POC) approved by Decree

Law no. 410/88, from 21 Novamber, and modified by Decree Law no. 238/91, from 2 July, The note numbers that are not
included relats to notes that ars not applicable.
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I - INFORMATION ON THE COMPANIES INCLUDED IN THE CONSOLIDATION AND OTHERS

NOTE 1
COMPANIES INCLUDED IN THE GONSOLIDATION

The comparies included in the consolidation, as well as their Head Office. the consolidation methods used and the share
capital held by Telecel Vedafene on 31 March 2001, can be summarised as follows:

....................................................................................................................................

Talegel Vedatone Gonaplidation

Company Head office ahare method
Pyrent Company
Tolscw! - Camuaesgies Senzpuis, S.A.
Bubediarina
TalacxOrine - Comunraxoes o Sovas, S A, Usdon 00 Irtegrs
Nexarmwy - Cantros do Taenoiaga os Informecao, BA. tsban 20% Sy
* Aqiviias 210re0 on § AGH 2001

NOTE 3

ASSOCGIATED COMPANIES
........................................................................................ Tulece‘lv;da-l;mm . 'é;;..éi;:u;; -
Company Mewd office shore motrod
Colocur — SchiGhes Infarmiiess pors Tewcomunicaghas, S.A, Ushan 3% , Equey
Neizadido = Gands 8 Preaisclo 0o Sarvicos N jres 08 Sa/04 vid imemai, 5.4, (5. amn Com

The only case where Telecel Vodafone has an indirect panicipation on 31 March 2001 corresponds ta TelecelOnline's share
in the capital of Netsaude. 3

Netsaude only started its activities in February 2001, and therefore the cost method was used to account for that investment
since using the equity method would be materially imalevant within the consolidated financial statements taken as a whols.
NQTE 7

AVERAGE NUMBER OF PERSONNEL

The average nurnber of personnel in the companies included in the consalidation in the period from 1 April 2000 to 31 March

2001 was 1,742 (01-04-1998 tc 31-03-2000: 1.581 and 01-01-18€8 to 31-03-2000: 1,527).

TELECEL]
O wodatons
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Il - INFORMATION RELATING TO THE CONSOLIDATION METHODS

NOTE 13
OATE OF THE CONSOLIDATED FINANCIAL STATEMENTS

The consclidated statements for the Group reter to the parent Company's annual statements, 1.6. they are indexed 1o the
penoa from 1 April 2000 to 30 March 2001 (see Note 14),

with the axcapuon of Nexenter, which only started its activites on 1 Apnl 2001 and which will have an accounling period
aquivalent to the parent Company, all asgociated companies are included in the consclidated financial statements Ly the
equity methad; for those that have an accounting pericd cainciding with the calendar year, and in order to adjust their figures
in the consclidated financial statements the carryover of results obtained during Telecel Vodafons's accounting period was
taken into account.

The adjustments made have no signficant influence over the nfermation presented in the consolidated financial statements.

NOTE 14
COMPARATIVE FIGURES

Following the merger on 30 June 1899 between the Vodalone Group Plc and Air Touch Communications Inc., the majority
steckholder in Telecel Vodafone changed its trading name o Vodafane ArTouch (Eurcpe) B.V.. On 4 September 2000,
through a change in the memarandum and arucles of association, this denomination was changed to Vodafone Europe B.V.
{zee Note 57).

Due to the slandardisation of accounting policies with the Vodatone Group and the requiremnent of consolidated information
for Group reporting purposes, which differs from the annual reporting date normally used in Portugal, Telecel Vodafone
successfully applied (o the Portuguess Tax Authorities for the adeption of a tax accounting pericd different from the calendar
year panod.

Following this change, Telecel Vodafenae adoplad a 12-month accounting period beginning on 1 Agril 2000, The adjustment
of this te the Company's previcus procedures maans that the accounts presented heremn, referring to the peried ending on
31 Mareh 2001, are shown in comparison both to the pravious unaudited period from 1 Aprl 1889 to 31 March 2000 and to
the previous audited period of 15 months from 1 Jaruary 1899 10 31 March 2000, subsequent to which Telecel Vodatone
adjusted its accounting period, Accerding to the explanation given as ragards ths parent Company, the subsidiaries used an
accounting pencd corresponding to the one used by Telecel Vodafone (see Note 13).

The Company is fully convinced that the use of an accounting period that is not equivalent o the calendar year but which
reflscts the two-season lendency characterising the activites of Telecel Vodafone will not result in any distortion in the
analysis of the Company's resuits. since most of the above menticned deviations stem from normal growth in activities.

Although the pericd ending 31 March 2001 will be tha first in which Telecel Vodafone presents consolidated financial
statements, the Company considers that the values presented for this period are in every significant respect comparable to
the values presented in the previous financial year for the same period since, as stated in the “Introguction” (o these notas,
the Internal activity which led (0 the creation of TelecelOnline on @ October 2000 was already conductad by the parent
Company.
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NOTE 15
CONSISTENT USE OF VALUE CRITERIA

The main valuation Critena used for the praparation of the consolidated financial statements, as descrived n Note 23, are
censistent for all companies included in the consolidanon.

NOTE 18
CRITERIA USED FOR THE ACCOUNTING OF INVESTMENTS IN ASSOCIATED COMPANIES

Investments in associated companies are accounted for by Telecel Vadafone in accordance with the squity methad,
therefore the amounts relating to acquisition of such investments was increased cr reduced by the propertional amounts
corresponding 1o ths nel results for the period, both as financia! gains or losses and as adjustments to the share taken in
associated companies.

The share held by TelscelOnline in Netsaude is, 10 that company's financial staterments, accournted for at acquisition cost.
Netsadde was created in February 2001, and its movement until 31 March 2001 was practically non-existent, therefore not
justifying the use of the equity method.

The capital share subscribed but as yet unpaid on 31 March 2001, correspending to the Groups parucipation in Netsalds,
i3 accounted under the heading "Cther creditors”, as "Sharehciders - Payable subscribed shares”, with a value of PTE
112,270 thousand.

The most relevant information aveilable as regards to the associated companies financial situgtion and activines during the
period ending on 31 March 2001, and consolidated by the equity methed, are as follows;

Sharm caprial Sharghoidars’ Net maulta Share
Gompany Head office 31-03-2001 aquity 31-03-2001 1-03-2001 ()
CafFaaua Lichan 20,008 082 ;.420 &%
Nesontor Laban a0, 205 &01,205 0%
=128 ss2.01 . nE
* Yrw serunis dwrt 1or Calfacua (eiite 10 DO IHG purrd drowa an §1 Decamody 2000 ana (g (5] Quaner of 2001
Summary of the financial information:
31-03-2001
CelFocyp” Nexenter
Balanoe Sheet:
Net 0aiens 160,506 $01.208
Liabiftres 1 143,034
Eharshalders’ Equity o072 01208
Share Capnsl 20,048 501,200
Elatamont of Income:
Irsoms 191,386 retecer 7
Coals 160,522  vodatone
Nt Fesisila 0824
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IV . INFORMATION RELATING TO COMMITMENTS

NOTE 22
LIABILITIES RESULTING FROM UNDERWRITTEN GUARANTEES

Cn 31 March 2001, guarantees underwritien by Teleecel Vodatone can bs summarsed as follows:

........ LR L L T R T T Y PLT TS P NP p PRy

Meading Valus
Usanzng tor xciivilies 715,000
Aanigly . 10ses
Qiher 22,280
Tartal [N

V - INFORMATION RELATING TQ ACCOUNTING POLICIES

NQTE 23

BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING PRINGCIPLES AND POLICIES

The accompanying linancial statements have been prepared on a going concern basis from the accounting records of the
Group companias and are gresented in accordance with generally accepted accounting principles in Pertugal. The significant

accounting policies used in the financial statements are consistent amongst the companies included in consolidation.

The significant accounting principles and poiicies used for the preparation of the financial staterments are as follows:

a) Recognition of revenues and expenses
Revenues and expenses are racorded on the accrual basis.

Revenues for telecommunications services are recogrised when earned, These services are billed on a monthly basis
throughout the month. Unbilled revenues from the date of the fast billing cycle to the ernd of the month are estimated based
on actual vélume and are accrued. Differences between estimated and actually diled revenues, which have not been
sigmificant, are recognised in the following period.

b} Intangible assets

intangible assets are recorded at cost anc consist principally of the following capitalised costs and expenses: (I) operating
expenses incurred during the Campanry's start-up period, (i) expenses related 1o tha development of the network, (i) costs
related 1o the submission of the tender for a license o operate as a mebile telscommunications oparator, fixed oparater and
internet provider (iv) expenses which are directly ralated to the development of the Company's commercial opsrations, (v}
costs incurrad with the extension of the initial warranty period of the network equipment, {vi} expenses related to ;'he technical
suppen of the development and optimisation of the netwerk operations, (vil) Isase line installation fees and {viii) costs related
to prometional campaigns for new businesses and scquiring new Custormers,

TeLecel 7 The amortisation policy is directly related 1o the nature of the costs incurred, as follows:
Q vodaicne - The tender costs are armartised on & straight-line monthly basis over the peried of the license (15 years),
- Tha ramaining intangicle assets are amontised on & straight-line monthly basis over 3 10 § years, depending on their nature,
and commence from the date on which the costs are incurred,
PAG 34
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¢) Fixed assats

Fixed ass2ts are stated at cost. Hecurring maintenance and repair Costs are charged as an expense in the period incurred.
Significant enhancements and improvermants are capitalised, Fixed aseets are depreciated on a straight-line monthly basis
from the date on which the assets are placed in operation. The rates used are defined in Degree-law 2/80, of 12 January
and appreximate the ussful lives of the related assats as follows:

Uaeful tive (yaars)
Suildings and ohar canSILADNE 10t 30
Eauipmant 41010
Sorwam 3
Other Ja e

Depreciation of the tangible fixed assets directly related to the telecommunications nerwork (with the exception of software
applicaticns) acguired up te 31 December 1895 was caiculated according to the compound interest method, As of 1 January
1986, given the Company's development both in terms of number of services users and volume of tglecommunications
reception and transmission equipment, the Company decided to apply the straight-line method for the calculation of the
depreciation of tangitle fixed assets acquired after that date.

Ag a result of the continuous Technolegical innovation. management revised with effect from 1 January 1986, the estimated
useful life of the telecommunications network software from 6 o 3 years. Accordingly, all acquisitions subseguent to 31
December 1895, are deprecisted over 3 years appiying the straight-line methcd, and depreciation rates far network software
until 31 December 1995, have been revised praspectively, the effect of which was recorded in “Other provisions” (see Note
46),

Within its core activity, Telacal Vodafane capitalises cellular phones for replacemant at Customer-leval while the equiprment
owned by the Customer is under rapair by the manufacturar. Given the electronic equipment obsolescence indexes, together
with the fast rate of degradation of equipmsnt supporting this activity, Tetecel Vadafone requested and obtained from the
Tax Administration approval 10 uss a digressive 1ax relief for these assets, while maintaining their useful life pericd (5 years).
dj Financial invastment

Financial investmsnt held by Telecel Vodafone in associated companies are accounted for by the equity method with the
exception of Netsaude for which the cost methed is used,

Values relating to financial investments in other comganies are at cost,
9) Financial leasing

Assels acquined under finance (ease contracts are accounted for as fixed assets, and the obligations under the finance feases,
which correspond to the present value of the Isase payments, are racerded as a liability (fixed assets suppliers) (see Note 47),

f) Inventories

Inventories are stated at the lower of cost or net realisable value. The cost is determined using the average cost method.,

g) Accrued expenses and income, prepaid expenses and deferred income |

Accrued expenses and income include expenses and revenuss that are accrusd in the current reporting period and which

will be paid or received In suibseguent reporting periods. Prepaid expensss and deferred income include expenses paid and
rgvanues billisd that will be recognised as expenses and income in subsequent reporting periods.
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h) Customer cantracts

Direct casts of acquiring Customers under a contract te remain with the Carmnpany for a specific period of time are deferred
and amortised over the pericd of the ¢ontract (see Notes 48 and 88).

i) Provision for doubtful debts

The provision for douotful dapts is stated at the amount considered necessary to cover potential risks in he collection of
accounts receivable balances.

J) Promotional program

In 1998, the Ccmpany developed a bonus scheme for Customers based on the value of airtime usage from 30 June 1997,
in which access points are awarded for various promotions. The Company set up & prowision for the related costs to be
incurred based on the estimated velums of aitime points usage. Given that the Company has maintained this commarcial
strategy, the initial estimation, which was reinforced throughout the several accounting periods, is adjusted both as a functicn
of the forecast usaga of points by the subscribers and of their estimated useful fife.

k) Stock option plan

Liabilities raiated with the Stock Option Plan far Management Board members and managerial staff (see Notes 46 and 60)
are accrued as expensas on & proporticnal basis, taking into consideration the period of time during which the options to
acquire the attributed Telecel Vodafone sharas are vested, The accrual represents the difference between the market price
of the relatad shargs and the exercrse price (8ee Note 23 n).

[} Income taxes
The Company is subject to corparation tax in accordance with Portuguese corporation tax lagislanon (see Note §3).

Untit 31 Decemnber 1997, the Company did nol account for deferred taxes. However, from 1 January 1998, and in accordance
with the International Accounting Standard no. 12 (revised), which was adopted by the Company fallowing implementaticn
of the Portuguess Accounting Directive no. 18 in 1998, deferred taxes are provided for temporary differences arising from the
recognition of income and expenses tor financial reporting and for income tax purpesas in differant financial years (see Note
56).

During the penod ended on 31 Manch 2001, and according to the génerally accepted accounting principles which are at tha
core of the Company's financial statements, Telecel Vodafone chose o account in an sdequately separate manner for
deferred taxes (assets and liabilities), under the headings "Accrued Incame” and "Accrued Expenses” (see Notes 53 and 55).

m) Pension scheme

in May 1668, Telecel Vodafone ser up a defined contribution pension scheme covering all employees. The Company's
pension cost for the year is the amount effectively contributed into the pension Fund {ses Note 61),

n) Own shares

Following internal directives frem the Vodafone Group, Telecel Vadafone scquired own shares on the stock market dunng
the period enced on 31 March 2001, with a view to owning the full stock of shares committed under different stock opticn
plans (see Notes 23 k. 58 ang 60).

Thig acquisition of own shares fuifils all the legal requirements cf applicable corperate legisiation (Portuguese Company Codal,
and accounting was done in compliance with the dichatomy foreseen under the Official Accounting Plan between the face
value and premiums and discounts.
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NOTE 24

ASSETS AND LIABILITIES DENOMINATED IN FOREIGN CURRENCIES

In accordance with Accounting Directive no. 21, related 1o the accouming effects of the inaduction of tha euro, Telecel
Vodafone has converted to escudos zll assets and liabilities dencminated in a foraign currency at the balance sheet date,
using the trigngulation with the euro conversion rate.

The resuiling exchangs gains and losses are recorded in the statement of income,

VI - INFORMATION RELATING TO CERTAIN HEADINGS

NOTE 25

INTANGIBLE ASSETS

Feaatt and devaiopmni casit B
Accurnuistan amonealion

Wt Propsii g
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Sron-up upenges

Teroer study
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Apcurmyined Smerdsain

. v
. \ o

B P )
Inighaciyl proneny snd olher righté
Accurnuiaied amonsation

- ot

31.02.2001

2431911
278 582
WRN5

1101138

3,732,978

7,467,807

(6,060,528}
© A3R0T

6.434,584

(4,70, 008)
1L
445218
7315
237,701
20972.879
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31-03-2000
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2,276,003
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252288
1,701,185
1.788.237
8.337,042
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5,595,504
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4,39
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NOTE 27 .
FIXED ASSET MOVEMENTS
""" Qpening balance . T T  Cissing vaianes
1 = 1
Assets 31.03-2000 Agaitions Transfarz Diapesals " 1032007
mangibio esrrs!
Siat-ug conts 6.337 542 166,018 BYE,041 7,467,501
Romanrch pnd davelnprrent coutls 5585530 599,180 159,124 (ZID 254} 0,484,504
ntadensival property and clher ngmz DAz 0e75 245217
VWUTR-In-grogress am 718 22.308.087 (1,7X3,124) [ 3 ~)] 0672677
12.570.33¢ a1 - (SToesay @eesn | SRS’
............. s .--..6;;]%;‘3';":; - - cememmemeammeecccasecpneaanusda .T . - .
Assets 41.03-2000 Addiunns Trangfars Dimpcaaly " :1“ 032001
Flxed satats:
(a0 ol nawra resaunces TR7.682 757,882
Euiidings angt giher conetrutlions 14,956,133 3.580 8,041,834 18.001.348
Pian; and squipment 41,855,531 774810 28,520,984 191,388,907
Thmpenion equerrenl 1,580,175 137320 418,841 por7Een 1950318
Took 81 ofher squipmant 3,080,843 615,382 20,113 Rrsen a124.481
AcminaTRTve oQuernen 20,108,504 2.n8078 2,804,804 (88D,141) E240 08
Crner {apdys feed ssams 11,387 ' 11387
Canauusion in orogres 12,500.099 35,504 578 [34,847,134) 15,312,763
S e e e L s T Ao ) oo, i | BN
--------- 6 -p.t;r-il-ng balanca o ) Claaing bnlmc“—:-
Agsets 31:03-2000 Additions Sautty 31-05-2001
Rnancial rreytmem s
Imegmrreri 1 Group commanies 400,984 400,984
-1 o 195407 13671 a2a
Losns 10 Group companies
Secumiga and other inanas spgcatona 28,320 200
CATRG e Cmmgn VRN a
I Cpening balanca Gioaing balance
Amortisations 21-03-2000 Andiilons Transfers Disposals 31-05-200m
intangibie wasrex
Siortwun cosm £,492.008 577,020 8,080,628
Rg3sl/ch And devaicprren| coalo 4,081 170 818,00% 29,166 (12 QES) §.7208:8
Intetieciual roperty B othar fgrs &an2 31685 1217
T T T T Tammige. T e T e T oty 1 S0
Fixed nssaia: »
BUidngs ang o conslnuctions 3.451.9% 1.245.179 4,500,654
Prent &1 equoman (Now 54) Z5.67D,455 13,874,054 ©78,7:8) ML
ThnRoration equiprmerd 630,899 338,884 {10 {183 A3 ) 1,082.380
Yook =4 oD oquinman: 2,431,250 ax.572 1548 ey 2,891,722
Adminiginaihe aaumrment 12,558,238 4072283 183 (130,38E) 10501023
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Additional infcrmation relatad to tangible fixed assets:

----------------------------- M IS EAUA /IR Cldalaamcmmr s mmmmerraimamemmmeereo—SmesEtvyEvrRYAEAARSSaARAacan

21.03-200 3103-2000

2 Mxacy RR9613 I BN SeRNgY) (o (rg partes.
Naiwor equpmant 108327457 77,561,541

NOTE 28
CAPITALISATION OF INTEREST ON FINANCING OF FIXED ASSETS

In the period endec 81 March 2001, as in other comparabis periods, Telacel Vodafone dig not capitalise mterest related to
the financing of fixed assets during the construction phase.

NOTE a2
EXPLANATION FOR EXTRAORDINARY PROVISIONS RELATED TO CURRENT ASSETS

The in-house commercial ana logistical rationalisation that took place during the period ending 31 March 2001 aliowad
Telecal Vodafone 1o significantly optimise inventory retation levels and thus reduce the provisions for their cover. Given thrs
fact, the Company reduced provisions for inventory depreciation, aimed for covering the technological and commercial deval-
uaticn of phane and pager inventories {see Nots 46), by PTE 445,740 thousand. In the equivalent 12-month period ended
31 Marenh 2000, this provision was increased by PTE 421,749 thousand and in tha last 15-month period, ended on 31 March
2000, by PTE 510,168 thousand.

In the 12-month period endsd 31 March 2001, the Company destroyed cbsolete inventories amounting to FTE 492 394 thou-
sand (01-04-1989 to 31-03-2000 and 01-01-1988 lo 31-03-2000: PTE 418,240 thousand).

NOTE 36
SALES AND SERVICES RENDERED BY ACTIVITIES

The nat sales and services provided, was as follows:

|
--------------------------------- eeeeveeqPrIETEIGTRI(ERNSRAR RS SRIRSIAARIA

iy 01-04-2000 01041889 ©  (1.01-1993
Activity to 3103-2001 1631682000 1o 31-03.2000
Saws of equioment and AcesTren 16,730,916 10,872,468 L 18,7180
Sadrveas provicen and oihes 164,500,858 127816121 138,504,123
‘lel ’ 1W.207.614 141 458,807 172157
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NQTE 38
REMUNERATION OF THE MANAGEMENT BOARD

The remuneration of the Company Management Board was as fellows:

.......... L L L T PP

Maragormen Board (e News 60 aw 61

NOTE 44
INTEREST AND OTHER SIMILAR FINANCIAL EXPENSES AND INCOME

Unpenaey:

Imarcst peyitie

Loszed i Geoup end asociated companem
Eachorqo iozees

Crsconmi granled lor Gromet paymant
Qthir frrancial cosis

o

Inseme:

Iniarect racavabio

Qaing » Group and associued COMdArae
Ewcrango gains

Qigzunty raesywed for prompl paymant
Othex franell ineomg

Teml

‘¢ 108t oN

01-04-2000 01-04-1998

10 31-03-2001 10 3103-2000 (o 31-03-2000
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01041098 Q1011999

o N03-2001 o N-03-2000 o 31032000
1,304,787 718,207 BR1.528
1,287,872 354,200 584,717
a7 77,437 8,278
o7z 689,504 821,084
serp1e’ . zomiRw 0, gniedny
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NQOTE 45

EXTRACRDINARY RESULTS

NOTE 46

MOVEMENT IN PROVISIONS

..................................................................................................................................................

Provann tor doubiJ accaunts recaivodie (Naig 23
Oy provisons

Provelon (or Rvemcnen degrocizion (Not 213
Total

01.04.2000
o 31-03-2001
Expanaes:
Dorarors 36,197
Bad astis 483 426
Laszax on rveniones 528188
Lossgs an fised syt 187,331
Finge ard oenslies J3.364
INCTOASD N AMANIENYEVEBNY
Prox yay adquaImams r2.02
Ohor antraordnary asas 2,764
Toial 1,208,289
Income:
Conr reovers 5790
Gawrs o feea Jases 64.087
Raduztion an amoniggron/onovisent 31,088
Pror year sosiments
INcoma Lax Jduzmen 135,000
Dofarred (6xws
Other exrardinary incamo kg
T 7088
op;::g_::':g ce increate Decrease

$.585. 03 1.503.727 (8a9.2200

2153688 1,602,249 {583,975)

1.487.398 (845,740}

13,&17,283 2408948 [1,520.53%)

01-04-1980 g1-0r-1998
to 31.03.2000 o 21-03-2000
28,316 008
£08,589 541,912
401.897 500,279
3758 272
275,085 274,068
16,331 18,601
@30,28%) 81,988
1100211 148328
28,885 R0
571,489 1325078
R 12,737
729718 72.3r9
o8 477 1448413
Transter Cloaiag balance
31-03-2001
11348410
307.918 3A430,748
1,081,857
7,718 18830513

“Other prowisions” include () a provision of PTE 2868 thousand (31-03-2000; FTE 82,843 thousand) o cover the
responsipiities related to a stock option plan for the Board of Managsment members and for the managenal sta of the
Company (see Notes 23 k and 60), (H) a provision of PTE 857,231 thousand (31-03-2000: PTE 735,934 thousand) to cover
costs 1o ba incurrad with promotional program (see Note 23 ). (iii) a provisicn of PTE 860,583 thousand (31-03-2000: PTE
432,580 thousand) to cover costs of contingent lighilities n connection with the activation of Customers, as referred in Note
62. and (iv} & provision of PTE 1,180,00C thousand (31-03-2000: PTE 250,000 thousand) 10 cover the estimated depreciation
of the Custormer telecarnmunications billing system,

Ths change in the provision stated under () during the twe pericds under review results from the change in market value of

the shares indexed o a stock option plan for members of the Board of Dirsctors and the Company’s managerial staff (see

Notes 58

and 50},
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The movement durng the period for the reduction in the amertisation of the telecommunications network software, stated
under the heading "Provisions” with an amount of PTE -307,.818 thousand (01-04-189¢ 10 31-03-2C00: PTE -457,128
thousand and 01-01-1989 to 31-03-2000: PTE -584,593 thousand) (ses Note 23 ¢}, which was transferred from “Other
provisions” to “Tangible fixed assets - plant and equipment’, 18 shown in the above table under the heading "Transfer”,

The allowance for doubtful accounts recevable is based on the estimated rigk related to collection of these accounts at the
end of each peried.

The amount of PTE -541,220 thousand shown under "Frovision lor doubtful accounts recevable”, "Decrease” in the above
table relates o the cancaliation of fully provided claims based on the measures for simplification of pending legal cases
foressen under the 2000 State Budget and Dacrae-Law 114/88, of 4 May.

NOTE 47
FINANCIAL LEASING

On 31 March 2001, assets under financial leasing were as follaws:

........................................................................................................

. Cumuigted
Heading Gross value amortization Net value
Tramspon oquipman 0763 13471 . B4, 442

As indigated in Note 23 e), assels acquired under finance lease contracts are ag¢ounted for as fixed assets. To this end, on
31 March 2001 an amcunt of PTE 98,131 thousand is stated under the heading *Amounts payable (¢ suppliers of fixed
assets’.

Vit - OTHER INFORMATION
NOTE 438

COST OF GOODS SOLD

The cost of goods sold was caleulated as follows:

01-04-20080 01-04-1999 01.01.1999
lo 31-03-2001 (e 31-03-2000 lo 31.02.2000
Opérrg inveniory 10.209.830 6,500,200 ' 10,8726
Purchazas 34,160,150 .958.103 39,729,288
Trarelern o Mxed azots (804,238) 450,782) (107.a03)
Inventony ceipystmens (13.208.232 B.7N%7 (10,088,627
Clowng rvemaey (6,770,6848) 190.209,53D) (10,308,837}
24,758.808 24,6273 2:,525.018
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Inventory adjustments include cffers, internal consumption and the deferred Customers acquisition costs, as follows:

----------------------------------------------------------------- L il LT L L L L LT e T P T

. 01-04:2000 01.04-1390 Q1-01-16888
Inventory adjugtmants to 37-03-2001 Lo 31022000  to I1-03-2000
Cter 158,658 117.885 508.247
Imsengd einsumeion 971,408 6dm.512 134,050
Cetemed Cuziomirs AEqUtoNn COsiE 783,180 7.584,820 6,713,830
12.208. 22 2,701.387 10.038,037

NOTE SO
INVENTORY HELD 8Y THIRD PARTIES

As at 31 March 2001 the inventory held by third parties amounted to PTE 80,944 thousand (01-04-1598 1o 31-08-2000
and 01-01-1899 to 31-03-2000: PTE 90,844 thousand).

NOTE 51
RECEIVABLES AND PAYABLES FROM EMPLOYEES

31-83-20 31-05-2000
Recenvahlea 77,760 38,140
Fryabiss 10,20 4150

NOTE 52
BANK LOANS AND OVERDRAFTS

As at 31 March 2001 and at 31 March 2000, the bank shert term logns, in the amount of FTE 10,983,886 thousand (31-03-
2000: PTE 6,358.655 thousand) ara cnly related to overdrafts. and bear interest at market rates.

NOTE 53

INCOME TAXES

The Company is subject (o corporation tax in sccordance with Portuguese corporation tax legislation,

The Company's tax situaticn is subject to inspection and possible adjustment by the Tax Adminstration for a period of 6 years
for the years pnor 10 1998, and for a period of 4 vears for 1988 and subsequent years (ter years for Social Secunty taxes).
with the exception of tax losses, which can be reviewed for a periad of 10 years. The Management Board doas not expect

any significant agjustments to be mads o tax returns ansing from the Tax Administration review,

Following the epproval of the 2000 Stare Budget, Telscel Vodafone used the current corperation tax rate of 35.2% for the
period anded on 31 March 2001, The figure was 37.4% up to 31 December 16989,

The corporation tax (IRC) shown in the accounts as costs in the period ending on 31 March is adjusted by the accounting
recognition of deferred taxes incurred during the pericd through the respective tempacrary differences.
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01-0¢-2000 01.04-1998 01-01-13%3
te 31-03.2007 to 31.03-2000 to 31-03-2000
Somyorgiion fax Py 10419518 6,143,092 11,612,762
Omlered aces {402,538 2%9,924 460,000
ALcounan copardlion (oY 10.0¢5,81 9,813.017 12.072.782

The headings that resulted 10 tha accounting ¢f deferred taxes stared by the Company as acérued costs and iﬁcome on 31
March 2001 are as foliows:

Tamporary

Diftarencea Sifferencas ;?ﬁ':?:‘;:r:’ 00;::0:!
(Axsets) (Liabllltias)
Provisera for doubif dibis 1,485 0y 812,015 stz.7c2 282572 :
Srovisiorn for gudry rake 131237 21,198 488,583 dz.081 1231678 433551
. Deoreciston 88.270 1,071 360,189 199.458
. Acarued B0y 1,264,881 445201 a7373 ' 165,853
4,733 308 ABE:] 1657212 3208 2,901 .80% 7.021 434

The corporation tax charge for the period ended 31 March 2001 was 38.2% (01-04-1989 o 31-03-2000; 38% and 01-01-
1988 1o 31-03-2000: 37.3%).

NOTE 54
STATE AND PUBLIC ENTITIES

. 31-03-2001 I1-62-2000
Payabls Racoivable Fayable
Vaup 3dtad (aa (IVA] 392,952 §35.6%9 231135 . 1,891,200
Sortal agmurny conlibulong 192,115 160,840
Wilhrelging |ax (ncarmw sred comporaton 18} 231.208 188,092
. Comparauon 1gx (RC) 1,690,022 4,790,788
Onher 13168 (Local Authonry Tan end Siamp Qulyt 16275 .oy
Totl . D982 272925 21138 7074385

The “value addad tax (IVA)" payabie nalates to tax payable to the Portuguese State. wheress the IVA receivable relates (o tax
" payments mace to foreign entilies and recqverabls by Telecel Vodafone directly from the foreign tax authonities. .
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NQTE S5

ACCRUED INCOME / DEFERRED COSTS AND ACCRUED EXPENSES / DEFERRED INCOME

NOTE S8
SHARE CAPITAL

.........................

Acarved ncome:

Trace nceneries 10 B invaced

Feavabien fom spgony

Other acoued ncome

Coferren 1a:08 (40m Nat 23 | #nd cutarrad cosia)

Deerred covtw:

Fani

Specirum fos

imuRnce

Intergs) oo actiionsl cosLb 01 comMeeisl role and chiligalions
Salar and Cumoma© ioyally CXTDAOM™

Cthey Jetormad cogte

Defeared] |Bxers {500 Nore 20 | nd ACCIITT sApeEnses g rcomme)

ACCTUS SZPONLES:

Ssisrms oxyoble

Finarman crarges

[Mmerconnaclion oSS

Comniagions payale

Lexso I

Crher

OrrieyTed (eee (0w Note 29 ) Bnd defered costs)

Defgrrad Incame:
Prigaed winiim Zyves s aca fo

21.03-2p0 | 21.63-2000
........................... Eercmncnannmnirs
1
)
mamMe | 5.457.048
537 %787
8,062 7202
1457212
12,353,708 6,501,078
23280 rver
| 678659
19,748 8219
]
10,758.924 470,754
IRE-T ™Y sseate
; 1,021,454
12,500,713 : S.304,087
|
;
amam 155,010
WE .35
arrme 2000952
meam 30,688
1225552 71,975
1268221 | 1.240,003
Rem !
BRLT Y i TAgased
l
soae |0 amam

At 31 December 1998, the Telecel Vodafone share capital was represented by 21,500,000 common shares with a nominal
value of PTE 1,000 sach. The Company, at & July 1998, changed the nominal vaiug of these shares to 5 euros each, which

resulted an increase in share capital of PTE 51,815 thousand by utifisation of the legal reserve.

At 19 November 1829, Telacel Vodafone carried out a share spiit.

For each share held, 10 new shares were igsusd;

consequently, the nominal value of each share changed from 5 euros to 0.50 eurcs. Thus, the share capital asfat 31 March

2001, is representad by 215,000,000 shares with a nominal value of 0.50 euro esch,

| TELECEL VODAFONE | REPORT AND ACCOUNTS 2000 | NOTES ON THE FINANCIAL STATEMENTS |

q

1osi on

f81TLL00 AEVET)

90°¢

TELECEL ]
Q vodalans

PAG 1C3

1002 28071




TELECALY
O vadalone

PAG 10B

e

NOTE 57

ENTITIES HOLDING MORE THAN 2% OF THE COMPANY'S CAPITAL STOCK

No changss are known to have occurred in the shere structure of the Company from 31 March 2000 to 31 March 2001,

The Company's shareholders were as follows:

Huldlng antitias

vixtafons Eurape B.V.

Vocmlone Araven Europe) BV,
Crmer

Toea!

.......................................................... remeanmernnrans
31-03-2004 31-03-2000
............................................... pseasens e
Arnoum % Amounit : %
10.687.718 5008 :
10.087.716 %08
10584758 .1 10,564,098 @4
.85 18 " 10000 ammg | 108.00

On 30 Saptember 2000, Vodafone Europe, B.V. was Ihs only recognised gualified sharsbolder in the Company. with a 50.89%
sharenclding. Tnis Company, fermerly designated Vodafone AirTouch (Eurcpe). B.V., changed its trading name through a
public deed dated of 4 Septembier 2000 (see Note 14).

In accordance with the Company's Articies of Association, as modified by the sharehciders at ther meeting of 14 November
1998, tha Management Board is allowed to increase the share capitel up Lo a maximurn amount of PTE 50,000 million in one

or more phases, subject to the approval of the General Council.

NCGTE 58
CHANGES IN SHAREHOLDERS' EQUITY

............

[o] bafanca Closing bal
P -0oe2000 Incresse Decreasa Azt

Shers capmal 21,561,815 ‘I 155018
Own ghires i

Nominal vl sy | m oY) “a.51%

Framum ang dacouns onzrg 10,523 n210.809) av0s
Lol romarve 2088197 101238 308150
AceTinnl pavments
Froq Rossrag 18,410,801 16.253.342 34,384,143
Ovrer resarves
Ramnad aamings 20,268,576 (R0,208.678)
Nat neorne:

01-07-1598 (0 34.08.2000 20388870 @0288,678)

01542000 \e 31-00-2081 18,084 522 . 10soase2

By decision of the shareholders at thair maeting of 30 June 2000. the distribution of the earnings for the 15 mbnth period
ended 31 March 2000 was made as follows; (i) increase of the legal resarve amounting PTE 1,013,334 thousand, (ii) incraase
of other raservas amounting to PTE 19,253,342 thousand.
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In accordance with applicable corporate legislation, legal reserves must be increased by at least §% of annual net income
until that reserve represents 20% of the share caphtal. This reserve cannot be distnbuted to the shareholders, but can be
used to increase share capital and te absaorb future losses.

Cn 31 March 2001, Telecel Vodafone held 467,019 of its own shares, with an acquisition cost of FTE 1,357,371 thousand,

During tne penod ended 31 March 2000, it held 4,432 own shares, with an acquisition cost of PTE 105,779 thousand (sse
Note 23 n). ‘

'
'

NOTE S9
TRANSACTIONS WITH SHAREHOLDERS AND AFFILIATES

Significant transactions with Telecel Vodatane's msjor shareholder's affifates are as follows:

..............................................................................................................

Transgclicne value from Transactiens value from Balanco at ' Salance at
01-04-2000 to 31-03-2001 . 01:04.1598 10 31-03-2000 31.02-2007 31-03-2600
Company income Cost Incoms Cost  Payble - Rec
Vixtatone Group Pic i azsocined undenakings 1,753,082 2,345,344 1,375,580 1,685.247 238,094 36080
CalFoous 120,400 48.800
Nertesg e (0! 112,270

) T8 trmaum poyable 10 NGISAU00 CONTEonDs 10 M CAOHD) SANS ZuUpac e I 33 yol road (sae Nota 18,

Furthermaore, at 31 March 2001 the Company has a loan granted by Vodafone international Heldings, Ltd, amounting to 240
million euros, which is recorded as a figbility under the heading "Other shareholders” to the amount of PTE '48.115.680
thousand (31-03-2000: PTE 21,050,610 thousand). This ioan is made up of two credit lines, the first totalling 100 million suras
and the second 150 million auros, of which 140 milion euros were committed on 31 March 2001. The repayment period is
the same for the two lines, 6 menths, with deferred interest during the contract pericd at the Euribor rate plus 0.6% in the
first case and at tha Liber rate for euro contracts plus 0.325% in the secand. Interest incurred dunng the pericd amounted
ta PTE 1,170,500 thousand ((01-04-1998 to 31-03-2000 and 01-01-1999 to 31-03-2000: PTE 581,000 thousand)).

NOTE 60
STOCK QPTION PLAN

|
1

The stock option plans in place for the current members of the Board of Directers and for the Company's managerial staft,
made up of Talecal Vedafone sharss, can be summarised as follows:

....................................................................................................................................

Date of Stech Unit Steck Stock Stack
al oplione price options options optlon net
anprav . qeanted (Pre) cancalied taken yat tgken
Jan-a7 750,000 795 750,000 ¢
D83 93,000 38m 28,338 8292 41832
. 282 500 2,485 4,687 am 275,00
SepneD 84,080 220 [} 04,080
Mey-00 5,000 3.008 [ 5,0m
Sep-00 (3 400,585 3,087 -] 508,558 TELECELT
Doe00 (# 26230 2488 <] . 23,20 Q vodaions
Tod 1,749,338 a3, 001 T1.183 3R 189
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Maturity of each of the stock option plans vested on 31 Mareh 2001 is summarised in the following table:

................................................................................ LR P P T R T P TR T T T PP gy

Surcise Janed7 Dec-98 Jun-g8 Sep-59  Moyd0  Sep00®  Dea-B0W  Tora
' 108 25600 25,00
1599 perefas] 250,000
i -} 250,000 b ] Be.107 208 . ALY
W00 20,688 51,80 2oy 1,668 137,108 s37 rnaer
Farerd .88 $1.833 /01Y 1,087 127,188 5.807 AN ]
2000 1,687 127,139 5,808 124 814
| 2008 122,47 5,508 122,947
|
ot 780,000 Lrd. ] brg g | ) 408 A08 538, 1 2,230 ' 1,71'0,3“
) $1ock ophan g oftered Ay Setermber 2000 Gt only 08 SuErCrso wrien bl e piin makstly coraiens WO e Corooey's 110Gk DMTOPMErce cmers ams fffind Tha uhar
COYMIN el ONly b Coermd 10 D8 Mgt Wnan, 81 itm dand of (hn revmatn] evalien. Talesel Unddifont's TGR (Tou Sharoioider Relum) 15wl 1a o hores Y T muowon TER
o e e goTsene in A0

The right 10 sxercise 1he stock optiens in each of the plans ends 7 vears after granting.

During the period ended 31 March 2001, the bensficianes of the stock option plans exercised their option for 8,583 shares
of Telecel Vodafone, which resulted in a net liability under the heading "Payroll expenses” of epproximately PTE 809
thousand, deducted from the provigion from previous pariads (see Note 48},

In the pericd under review, Telecel Vodafona reduced the provision for costs 10 be incurred with the above mentioned stock
{ option plans by PTE 78,975 thousand,

NOTE 61
! COMPLEMENTARY PENSION SCHEME
Curing its Decemnber 1897 mesting, the Company's General Council approved a complementary pensicnlschame {defined
contribution) covering all employees, inciuding Board members, On 1 May 1998, Telecel Vodafone sot up the
alorementioned scheme, funded by both the Company and its employees’ contrigutions, which covers all permanert
! smployees with mora than 6 months’ service, The Pension furd is managsad by an independent fund rmanagement Company.

in accordanca with the terms of the Plan. the Company is cormmilied to make contributions equivalent 10 between 1% and
5.75% of the annual salary of each employee, depending on both the percantage of the employees cwn contribution and
age. '

In the period gndad 31 March 2001, the contnbution made by the Company amounted to FTE 178,052 million ((01-04-1892
to 31.03-2000: PTE 193,276 million and 01-01-1889 to 81-03-2000; PTE 215,725 million) and it was accounted for as a
pavrall cost.

Employes contributions are vested benefits upon payment, if an employee decides 1o leave the Company, contributions
| made by the Company aiso becomae vasted beansfits: however, the parcentage of the Comparny's contribution that becomes
vastad berefits depends on the employes's time of servica, as follows; '

Emgployes's time of service >1<8 yoam »3<5 years »5<8 years >8<10 yeam >10 yeary

o 4 joto ... §8IT1109 AdYETD Leig 1002 280 11




NOTE &2
CONTINGENGIES

i
Activation of Customers
The procedures adapted by the Company in connaction with the activation of a significant portion of its Customers can give

rise to liabilives which, depending on lagal interpretation, can be estimated to be tarween FTE 4,250,000 thousand and PTE
5,650,000 theusand as at 31 March 2001 (31-03-2000: PTE 2,850,000 thousand &nd PTE 3,700,000 thousand).

Menagement believes that besed on legal advice received, no provision sheuld be made in the Anancial statements for these
contingencies,

NOTE 3

STATEMENT OF INCOME BY FUNCTIONS

a) Reconcillation of the extraordinary income in the stalement of income by nature with the statement of income by
{unctions :

The statement of income by functions was prepared in accordance with the Accounting Oirective no. 20. The concept of
extracrdinary income in this statement is different from that of Official Portuguese Chart of Accounts (POC) to that of the
staternent of incame by nature. Consequently, sxiraordinary Income recorded in the statsment of income by nature (ses Note
46) has been reciassified to other operational income and to other operational costs, amounting PTE 237,033 thousand and
PTE 1,298,284 thousand (31-03-2Q000 (12 months); FTE 685,437 thouszand and PTE 1,100,211 thousand and (15 months):
PTE 1.446,413 thousand and PTE 1,453,251 thousand), respectively.

The reclassification effect is as foliows:

...................................................................................................

Statement af inaome Statement of incoma Sietament of Income
01:08-2000 to 31-03-2001 01-04-1399 la 21-08-2000 01.01-1699 (e 31-03-200Q

By natufe  Reclgssificntions By functen By naturo  Reciasallications By function By naluwe  Recianslficationa By function

T T T L e PP T PR YN nes

m°”ﬂ"“\‘"° 2980773 1,087,290 BETBMI  2TI0HMD @1a7re WSBATE  TNENIM BB 33883188

frarca

ot 2.658,100) Z 488159 (1383188 {1,068.188 (1,668,758 {1,542, 753

Currant

Paa1,813 {1,081.220¢ 28,850,367 a8,702.492 (914774} 26,1803 22,848 275 10,8385 22339437

\:m 0.,081.230) 1,001,230 @i e 214774 (BAIR QB |

Nl 16,004,502 16.004.302 14,704,720 15,704,720 20.289.878 20.268,678
TELECELY
Q wodaione
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b) Cost of sales and services

01-04.1959 01-01.1998
Goads Servicen Tetal 10 31-03.2000 ! 0 31,02:2000
Omering rweniory 10.208,850 10.209,83) 0,908,208 10973.682
Promution i purchazes onines 34,160,186 38262 859 70,440,028 §6.002,081 08,716,520
nvenlory adpsmar {624.226) (802,2361 4078 | 1008.02N
Traratary (o s aszels 113.208.222) (13.208.222) 8.701.607) (107,40d)
Crosmg Inventary (5,770.6¢€} 16,770,648} 110,208,830 (10,209.80n
Co of 5489 axd of servicos providect 24,788,682 3|602.889 81,071 50.208,150 88,310,083
|
I
NOTE 64
SUBSEQUENT EVENTS

On 16 Aprll 2001. the Telscel Vodafone Foundation for the Development of the Information Society was Created. This
institution, with an initial grant of FTE 1,000.000 thousand, is the result of commitments undertaken by Telece! Vodafone at
the time it obtared its UMTS licanse.

The new Foundation will aim 10 pramote scientific and technological ressarch contricuting 10 development of the Informaticn
Saclety, o promete training and professional qualification in the telecommunications and IT sectors. 1o develop special sccial
integration prajects, tc promote development of content and initiatives benefiting the Portuguese (anguage and culture on the
Intarnet, and 1o support the develepment of Portuguese companies in the computer and telecommunications secrors.

In order 1o minimige the impact of the compulsory adoption of the euro as internal currency as of 2002, Telecel Vodafone

changed its software systems from Ponuguess escudos to euros in April 2001. Taking into account the complexity of Telecel

Vodafone's biling systems, adaption of the euro as the monetary unit for bifing is only forecast for (he third quaner of 2001.
I

i
THE CHIEF AGCQUNTANT THE MANAGEMENT BOARD
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NOTES ON THE STATEMENT DF CASH FLOWS FOR THE FINANCIAL YEAR ENDED 31
MARCH 2001

(Amcunts expressed in thousands of Portuguese Escudas)

......................................................................................... YPSTCTTTT O o

(ArEaymis eXpeesos in thouaands af Partugusss Eacudoy)

31-03-2001 21-08-2000

Capn m nor 10.302 , 7,00
Cash i nanks 362,531 202,991
376.633 210230

i

I

|

1

THE CHIEF ACCOUNTANT . THE MANAGEMENT BOARD
1

The Portuguese Securities Marker Commission, in compliance with that stioulated in re. 3 of article 250 of the Securities Codg,
excused the publication of individual financial staterments.

The financial docurnents that Telecel Vodafone was excused (o publish, together with the remaining ones, are avallable for
consultation in the Company's headquaners as established in the Secvurities Code.

TELECELT
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Letters&numbers

: Slnce the beqgining, has man

felt the urge to express himself
and to quantnfy things, It is not
+ different-nowadays.
We work every day ta help
millions of people to
cm'nmumcate with each other
Thus, when the time comes for
us to take. stock of our project,
we make use of various
combinations of letters and -
numbers, trying to synthesise
in the same speech the dream
and the, real the abstract and
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1999. Another year.
Another year to ,
grepare the future.

roadening our
business scope, .
Working every day -
and every hour

" to meet our Customers’

communication needs.
Striding towards our
aim of becoming a
more glabal operator.
Maximising the
potentialities of the
cellular business
regarding voice and
convergent services for
companies. Taking part
in the mabile data
revolution. Leading the
development of WAP
cantent and the
introduction of new
technologies like
GPRS.

Daring new businessas
such as the Internet
access service and
portal, indiract fixed
access and convergent
fixed-rnobile sarvices
for companles.

Finally, another year
doing what we have
always done: add
value to multiply
results,
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.10 1993 1694 1995 1996 1997 1998 1993

Tatal Qparating Revenuesy

PTE Blilon/
JEUR rilitan
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173.2
093.9
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m 979
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1993 1894 1995 1996 1997 1996 1999

Net lorome

PTE Bitien/
/EUR Mijifian

25 20,3

108 01,7
20 i3y 9a¥

(X
s e WA
19 2, —
6.9
5. Ld

(9.0) (Z8) 120 —
(24,9) (1a.0)

1993 1994 1995 1996 1997 1598 1958

The yasr 1999 refers o te $-menth perkd from L January 1999 to 31 March 2000 {se= chaprer IV.6, Arteration of the Flnancial

ang Reporting Yeae);

The finznoal infenmaton presenmd (M Eures |z basad on the fixed conversion rate of PTE 200.482 ta EUR 1 (3e chapter IVS. Notes on the Rnanclal infarmation

presgmted in Suros).
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Anpnval Capnal Expendityres Number of Celullar Customers

PTE Bllion/ : Theuzands
/EUR Milllon
] 1800 1,798
50 aes - S  F 25
324 1.509
ag 71
£2 SSSSRO——T 351299 ~A00 —_
e c — qco v —
.1 7a8
_ .\ 20 an 953 00
as w3 -
m &7 azy S04 100 i
737 - ) - =
33
= v 0 1]
) 1993 159¢ 995 1996 1997 1996 1599 1593 (994 1855 1996 1997 1988 1999
\
Nrgnber b [nte e Cugiumier, Nurnbor of Emplovees
Thousands
209, 2,000
- ! 160 1,649
_ 150 — LEOC
93
2 . s 1,229
' _1g0 1208 e =
—f00 — e -
- 50 ai a7z
- 343
260 - - -
- 1
'}
_ 20 Sepremogr 31 Docember 31 Margh
199 1999 2000 1953 994 199§ 1996 (997 1998 1999
;
. The yeer 1993 refers to Mie 15-month period from 1 Janubry 1959 © 34 March Z000 {2z chapter IV.6. Altaration of the Anandal
and Reparting Yoan);
The finandal informatian presented N Euros ix basad on the flxed conversion rate of PTE 200,682 to BUR L (= chapter IVS. Nalgs on the finendgal Infermatian
presentzd in Euros).
? . T ounr enrteer ot TELECEL 1698 Higgtitigmen
——

16/00 4 2e80 0 NOLTINYE % NEZLS 43170000 ARVETD 60:0 100¢ D80T




] u’g\* " ,. w '

N
X ::\I _"'M'l'"l\ ‘f! N

4
"‘Aw:“é ' oy ¥, . L K B
1\'\ m.,... u, ty Y L) \” y
. N L
. g . Ve
s
l»\.h N ! LS i heoy 3 [

i .qt & s R et
W2 (0 A N
"

"l\* ol

4{\"“"““ yhf\',\& g
"
daeh

LY

pu*“"‘“'(,“u

. " j Ty “7‘.(,,»“«‘,% 3 (% sy
f,u m)m L O “’(‘, LA Wt A S Shahl
PRI O N 1 N s of T S nd : AR TR "] N ‘m""“ e K

AR : ORI e el N TR AR N I
mw ,‘v‘\.tg\ é/\ Al <, P Y, A LRRRITS ((,L)\v,m\‘ v
uihﬁ.““ K ,', Ay e "':"‘.‘?ru"‘” e ’“\m‘n i
w \ A -[k \w "'m'rr K N‘;‘A“{‘\\A\ yv\‘ﬂy‘ )
M AN \
LR REL AR NI KRS

) ‘
W,V VJ'.\ . 3y ot
[ TR AL 8 hat ,: ‘-A AR T e K & : o LY

. ) " :m. J2 ! | YA iy "‘W d A ‘”7" "J’?‘ I8

< PIORAN: ‘u Iy [ ",'.\\ M > "\4 RO

,..,,\w PRSI iy 3 : o P ,7 A SN

(R i P ,‘ : L : M-m o N T g ' wv- ‘o ‘wm. >
J Y . . k \ri NLCVIMEEA ),,,u , ‘.»\...\vvp AR

m,x\ i w;w

Aty

AT AL

v
R - . ¢
'\." "@ (« .,,,‘,", 'y,.\,, , s H “ h g ¥ LS PR ( o T \
h?’{“} 3 ”M R s i “:“- Ry Y M "‘k"v";w
t‘ W ‘

3 e y ) . { |
‘“'.w v’w‘“\‘\ “‘ o o g Yoyt “(‘ X e e '”!‘A vt

4 B
,,“”?rrv ,,&1 s

—3

16/11 4 4290 oK NOJTINVE % NEHIS GHITILO0D AdVETD 6¢:0 1000 280 1]




e,

ol.
Qz.
03.
04.
G5.
06.

0a.

01l
o2.

CHAIRMAN'S STATEMENT

MAIN EVENTS

1998 AT A GLANCE

MARKET GROWTH

TELECEL GROWTH

TELECEL PROFITABILITY

REGULATORY FRAMEWORK

SELECTED FINANCIAL AND OPERATING DATA
TELECEL ON THE STQCK MARKET
CORPORATE BGDGIES

MANAGEMENT DISCUSSION AMD AMALYSIS

COMPANY STRATEGY

THE TELECOMMURNICATIONS MARKET IN EURQPE
The Cellular Market

The Internetl Market

03.

04.

The Fixed Telephone Marhet

THE TELECOMMUNICATIONS MARI\ET IN PORTUGAL.
The Cellular Market in Partugal

The Internst Market in Portuga

The Fixed Telephene Market in Partugal

TELECEL CUSTOMERS AND THE SERVICE QFFERED
Telece! Cellular Services

Telecel Internet Services

Tetecel Fixed Telephane Service

19/¢1

o5,
ga.
07.
c8.
09.
10,
11.

12.
13,
14,
15.

IHE
01.
02.
03.
04,
[V

0l
0z.

03.
Q4.

(90 oN

HNFORMATION SYSTEMS

THE EURQ AND THE YEAR 2000

HUMAN RESQURCES

REVIEW OF THE ACCOUNTS

INVESTMENT POLICY

FINANCING PALICY

CMYM (SECURITIES EXCHANGE COMMISSION) RECOMMENDATIONS CONCERNING
THE GOVERNING OF COMPANIES LISTED ON THE STOCK MARKET
DISTRIBUTION GF RESULTS

FUTURE QUTLOOK

CLOSING REMARKS

ACKMOWLEDGEMENTS

INDEPENDENT ACCQUNTANT'S OFINION AND OTHER LEGAL NOTICES

GENERAL COUNCIL ACTIVITY REFORT - 1599 '
STOCK TRADING ACTIVITY BY MANAGEMENT BOARD ANG GENERAL COUNCI. MEMBERS
EXTRACT FROM THE MINUTES OF THE TELECEL GENERAL COUNGIL MEETING

- REPCRT QF INDEPENDENT ACCOUNTANTS

FIMAMNCIAL STATEMEMNTS

BALANCE SHEET AS QF 31 MARCH 2000

STATEMENT BY NATURE OF COSTS AND INCOME FOR THE FIFTEEN MONTH PERIOD

ENDED 31 MARCH 2000

STATEMENT OF, INCOME BY FUNCTIONS FOR THE FIFTEEM MONTH PERIOD ENDED 31 MARCH 2000
STATEMENT Ol— CASH FLOWS FOR THE FIFTEEN MONTH PERIOD EMDEQ 31 MARCH 2000

NOTES ON THE FINANCIAL INFORMATIONM PRESENTED IN EUROS

ALTERATICN GF THE FIMAMCIAL AND REPORTING YEAR

NCTES ON THE FINANGIAL STATEMEMNTS

NGTES QM THE FINANCIAL STATEMENTS FOR THE FIFTEEM MONTH PERIGD ENDED 31 MARCE 2000

NOTES ON THE STATEMENT GF CASH FLOWS FOR THE FIFTEEN MONTH PERIGL
ENDED 31 MARCH 2000

PROFORMA BALAMCE SHEET

PROFORMA STATEMENT BY MATURE OF CGSTS AT\D INCOME

NOLTINVE B NEELS EEITLL0D ARVETO

38

62

~J
[sa]

oMoy
W G o N




oo Y s S 8 '
ot ‘ e
R } DA
i v o
v ) , R .
R N . ;
. C | AN \
o .
N . - N ' «
' Y. h ‘ " , N
! . ) Co Sy W
. ! ' oy NN . \
. s, ' ' . aeo L Vo ot
vy ‘ \r ) , Ny } , , ’ ,I y
e 3 ) , , . R TR
, v ) . Lo o
et oy N NG ety ' Nl \ o ’
L . s, | , 1 . [ . " B ' B ,
ol R ) f S ' LERAN
he e ! s Y ‘o NP e Vo o
' i ' IR 2 A . “ . A o
. . s ;oa . f P et
v s B y o . [P » ¢ M
\ R o . N
\ YW " ’ roy . . .
. + A} ey, * at N
, i . i
' t N
v o N K “ " ' P !
i - g , .
. . \ N
N . ! ' .
. o e A v . o B
v P ¢ N h v LY v . v N
. . ' : N Cy IE ' ‘ .
‘i ‘ o . ' . '
; , . v ] | N \ .
. ' . : . . Lo N Do , . .
- ' . & 4 , . . s g B " ,” N
.l ‘ o * ry . ' .o '
. . { h } .
s I | | , R RV . RV
. . i ‘ i i ’ . N N
. AN . R v v . , . \ DRI .
N . R o ! co oy ey . ot E B A
. soon e : N . ' . . ' RN
[ ’ . [ \
| IO R : N S . ‘ y X
Lt ! 4 ; AT Lot P .
oo IRl ’ , 8 . N Ve o N
v, A 3 B y N ! ‘s '
i N Al '. N " ] A [ + Al ’ |
. , o o ,
[ . f , ’ I 2 .\' oy N N PIE . St ! E.
. W ' o e v ¢ 0, W, .
, . . .
. . Db o - < o
\ . . . . , N ey )
o : P P v .
. L Fd K . . Y ' . '
P ' ' Y : OO TN . ' [ oSt e ot
. ‘ N o N | 1 ’ ' .
, f [ “a s . B TN " E .
! . . . RN s ) f N Lo v
w L L o ' e ot A [
v [ t’ " ¢ YR L e T L e
L. “ .o (LR \ ey " . . PR .
e P . T S A RN,
o, s " PRI ol ‘,r,.(,(.")» AN KRR PR ‘w\'t‘fl"- %4
Yo, “ o . Vel e | A '
. T o " EEE PR ook ! .
. 0o , N S . VTN L
' . . . . v, ; \
PEV ‘1,‘ , ;\ 5 ! 1 .,
R n ) o b ot
. We drearn‘. We bund We dévelnp.- We search..We rearn We lnves'ﬁ.. We lnanate We create, Wa solve. We thm We g serve. 2
. . i RIS o T
.+ . v h‘ " m')’ 4
N ANy [
A - Y ’ ta t
« SR Nt b
o '( " 5,
Ve T G
. . Vel .
. AT LA »
. s LU REACEED
AR : o LT PR U B IYP
. . v L b U T ”\hul.\ Lo e
N A ' ; \ N A1 et fey KA W o [ ORI B
G e ot Tyt “v"’"“”“‘”‘" Ad Y ‘\\\:\\rh./‘\
WL NEERAA [P . ] N e
o IR
AN N ,
ot e
[
. e ’
P .
[NV L
* A
B b
oo
vy DY
: PR Y U . S iy i .
R AT I v A ' B S
i ) [ 1y b
A T [T A . P N con by 5'\_ w\m,‘\,,,
! - ! 4 [ ot TR Wy p
N T vy " Lot f [ o e 1/
et '\‘ R st a \ X .v:\ e ) .'5~' o .w
R A AT o e A A ,\
Lol o ' v B . [N - Cy oo " Vo Wl
e VAN e, v > s T e e .

it [

yor Sy :" x"‘\“,n‘ rr, AT !
' "y 1
B IR U PRI ﬂ,ic, soe ,»x,p T
R U RPN o e
LT ,.v',-'!“”v-if\‘” AT A eh . e {f;
Sy AN ] s
u“r"\"'hr ._;1\ .(Al(l "M (RIS .\t,{'(:‘ ik oo V\T at “/\w\ }'\?“,‘u ; ;‘.\,‘ i
ENELT N , . RRTA .
R At v«,ﬁ\?‘;;\' Al e . 2 ;\5,0 Ve »;H%‘ “J»
""/-' “w ml".l V- (,«.m;“ . e [ Ww ;,,%,N
4\, oy cate
i “v M‘\A' v‘r o gL A )1 ‘; v ’:.a'."/"
LI .o [ . N
' :\sm‘:‘f\. .,“ A “( I F.WK\\(' ‘, "«\, aim v’;r “1( ‘ .(.h \q‘,‘h. Wg
\

P HELIN ./’,.'_,

. 1*‘*.’ G bib ‘:ﬂ\i{? v s}” \

A/ ’ Alt ,4 ’ i .V‘\r/ \I’}\V“I}H"d(.‘;““ ‘ '
P jf‘,iwzi \ A

Pl ety y ¥ . "
R ;vH R e VS R AT 4_

TR IR LN ! ‘e 4
Gosegieg ) ,_»\‘.‘ Ry P.,‘w e x. "”'.‘U . Q,,-‘.g [iNR ..N
wa g X ”'A s 4',‘4‘ L
s w@“ ‘r‘ ;
A YR 4
;'1;.[}\”*‘,'\‘4 n‘"n‘w- "

." i T,F !

LT
o .xu- !-A'N,Lh !
f,. 25 3

N n,x\\ (i-x A
) 7

1y H‘

Ny \ ey
¢ - é' 4
ay, S0 & NN S B
; Ful p L
NN ‘&" 4 ‘#”%%ﬁ’*“ oAk
”‘* i 2 B‘({\’w ﬂﬁ!‘ﬁ?;,“&’ g 48 ""’"
Feala s e g LA
AR AR \,,mJ_,_.M,.M, TSI 2k ) vi‘ R

IQ/EL'& (290 ON | NOm IWVH % NEHLS §H1TLI09 AHVH”ID




We communicate

e

19/ 4 2790 o NOJTINVE % NIHLS §41TLI00 AEVETY ¢ti0 100¢ 93q il




One word

In 1995 the cellular market continued to show strong
growth with regard to the number of Customers {from
approximately 3 million Custemers in December 1598
to around 4.7 million in December 1999) as 1t continued
te become increasingly competitive.

Portugal continues 10 be one of Europe and the World’s
most deveiaped countries in terms of the celiular busi-
ness, as s borne out by the high panetration rate, the inno-
vation and diversity of existing services and also by the
low tariffs practised, probably the lowest in Europe.

f Singe Telece! entered the markel 1n 1992, it has been

the chief driving force behind the devalopment of the

celiular marke? in Portugel, with positive knock-on effects,

| not only in this particular market, but aisc in the

' Telecommunications sector 1n general and in the bysi.
ness warld.

The celiuiar market in 1999 was divided between three
. operators (the third aperator began commercial service
i in September 1998}, which addegd to the already high
ﬂ degree of competitiveness.

During 199¢ Telecel has aimed to confirm its vision as
an operator of wide-ranging telecommunications services,
. concentrating on the mobile phone and Internet areas,

Chawman’s Statenyant TELECEL Cominmeagurs fesoas, 5 A 1399 report and agcounts 12

A éEgU 0N NOUTINVE % NEZLS §3170L00 MEVETO ¢80 100¢ 980 11




[

w but complernentmg its mob|le offer for given segments
‘of the market withr flxed telecommumcancns serwces‘

'
\" \ .

IR S

S ! . As such, an, Internet accessservlcé and the nek: bortal

yl-"(‘ll.. t were launched in June 1999 'and mJanuary 20&0 the

- fired service offering indirect access for fong dmance
and mternat:qnal calls began: In the second; quarter of
2000, Telece) will also offet lts Custﬂmers af med ‘wire-

C less access service.,’ . T 3 o

in'this directior

labla on the market.,

The Cumpany also Kntends to: chtam a UMTS. Ilcansa. .

which is expectad to be awarded, at the end uf 2000 ar
begmnmg of 2001

-

during 1999 and beginring of 2000

!

Despite the naw challenges and the ihcreased competi-
tiveness due to the arrivat of new cperators on the mar-

ot

ket, Tblecel ln;bnds to continue ta.enjoy 2 Ieadmg edge '

13 repart and aceouats TELECEL Fomnunicioey Yrasaals,

18/91 ¢ 2290 ON

L Telecel aiso :ptends, in the cellutar area, to lead the"
'devalopment of moblle data and mebile'and: Faternet!’
te convergence. Slgmﬂcanr steps have arready been takan )
. in- 1999 and beg‘mmhg of 2000; thh'
the launching of the Télece] WAP service, the, first aval-

5A 19898 Chalrman’s Statement

NOLTINVE 7 NEZLS 63170409 A¥YIT

over ifs counterpar‘cs ong to its rqnovatitm constant
Custorner cnentatlon and. its quahty offer .
“ v

*The Ilberahsanoh of" the f|xed felephona serwce on 1 January ) ‘
2000. although O\lerdue, pravidas.a tiew cpportumty forthe.

develupment of tt‘le Telecomrnumcatjcns marke‘n

In addntlon to the dynamu:s af the: business agents of

> Yhe sectar {one of the'! main driving ferces behind tha
information society),. it will pe, important for'jts dave-

Jopment that the Government, and Regubatory Bodles cre-
ate the right canditions to promo‘te hiealttiy and effec- ,
‘tm competltmn C et , .0 '

' ‘ ; . \f’w',‘
. \ 5 v

Thrcughﬂu: 1699, tha Company- consuhdated lts capa-\

cities and skills in areas critical for its suceess. As.such,

Telecet has prepared itself so that, with. the’ effurt of its

Employess the support of its Shareheltfers afd the Yecep-

- tiveness of jts Customers, it will continue to thrive in.its

activities sd business and confirm itgelf as. a |eadlng tele-

v ‘ communlications op@rator in Pbrtugal RIS
New moblle ahd fixed' operators came cnto the market

. SN oy Foary
LA ™ g
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15 months. 456 days. 10944 hours. 656640 minutes;f

s EoX

Telecel tamodels its
Gustomear 1ayalty
programme - Ciube
Viva Talece!

Tetecef becomes un
PR Internet service

Teleca! launches : Vp | orovider, in the o O .
NauiPri - Private k (It content {netc portall AR ; roadesst service is
Netwarks for the £ and accuss (netc) - g Rk made available
pusiness market and g Al it ! throughout the entire
wobiFix for the ’ :
residential marker

Prica reductions an i~ “ranediora” Telecel offers tariff
national catls and a thet 4.5 10 cgrge itE @ plans equivalent
further reduction of head offige to the, ', to those of its
Sxpo I8 site {Parqud compating mobile
& Nagdad) by 2902 | Y cHDEQUDSNAVEGAM | operalars

e W IR B TR

Dividend pavouts to_, "KL AirTouch. the main Telnen] offnis & 50%,
Shareholders with TR | Talece! Snareholder, disecunt in callzto
regardleDﬁ‘ Wl & b concludes it$ Merger \‘mnw and\suppart‘:s ‘
financial year (FYE ~ } 1] 88 ',k the Timorsag causa |
a:ap 4 EUR 2,24 'per Lil ; g it ri;e to Vodafone mmul‘gh the: ot per{a\l
sharel ¥ S AirTouch Ple .

LY ) PR % . .. BN ,

Corunicaties fonmodig, 5 A
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Telane! sutgasstully
makes the tranaltjon |
ta fhe ysar 2000
malptaining e
quality lave)s.that ite
Cusromers are uged .tc

2 Yitaming Castomers
I can use the Telacal
sarvice in all

== Countries covered ty !
rvarmng agreements |

Telanal su:cess'?ully
bagihs an g

' Indircct Fixed
Access servics on
national and
{nternationat calls,
using.the prefix
‘foglr

Teleen! (aunches an
InYigvative GSM produgt-
a mabile taleptiona with
an incorpdrated BV radlo
Qllhnllml R

Tolocel iz granted a
license for the operatlon
of fixed commu-
nications using Fixed
Wirelssz Access (FWA)}

Telucel provides | -,
Short Message ¢
| Service (SMS) |, )
also for Customers -
‘of Vitaming zerviges,

Telecel undertakes a
stock split of 10 to 1,
altering the naminal
| value of rts shares
from EUR 5.00

e EUR 0.50

Tolecel launches
nele fri, making [t the
first Portuguese
operater ko widely

. offer fres Internet
access

Telecel, TMN and
Optimus provide
Short Message
Service (SM3)
between their
networks

TOI&NI and On\ smh a
Co-operatitn Agreamant
reirdoreing the!r gludal
and intagrated offet
u!&eléeommunlqaﬂons
EHMCES‘ '

Telccul, Oni and Brisa
sign a Co-operation
Agreemant for the
construction, use,
manggerment and
renting of support and
telecommunications

infrastructures

Telecel launches the
new Vitamina 2aro, the
Super Light,

without menthly fees
or compulsory
recharges

netc poral launehes a
fund raising campaign
for humanitarian aid in
Mozambique

Telosgol is granted a
licansg to provide a
Fixed Telephone
-Servica using the
 pretix “1091

Talecal offars its

GSM and netc

¥ Customers the
owest tariffs on the

market with itz

[ Indiract Fixed

Access service - toq

nd NexiFix

Telocel delivers
donations to tha Timo-
rese Raslstance Na-

tional Council and the
Assoclagdo "Acraditart
(*Believe" Agsociation)

Telocsl prezents

for the first ime In
Partugal an Internet
access service from a
mobile phone using
WAP tachnology
(Wireless Applicaticn
Protocol)

'

Bl Telecol Jaunches
H Viianina City introducing
g the local tanf concapt
in the Portuguese
cellular telecommuy-
nications markeg

Telacsl provides News
Services on its mabile
netwark with
information fram CNN
and the netc portal

Talarel signz an
agraement with
Ericszon o begin tests
leading 1o the
introduction of GPRS .
(General Packet Radio
Sarvica) technology an
its metwork

16700 4 2280 O NOLTINYE 7
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"B Tefceel faunches two

Telecel. Sun
Microsystems and the
Ministry of Science
and Tachnology
launch a free e-mail
sarvice (1 million
a-mail boxes
availahle}

Gt 0

new products to
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02.Market Growth

«Once again it is
pointed out that Portugal
has a prominent position

In the global market
of mobile
communications...»

It is estimated that the Telecommunications market in
Portugal turned over around PTE 750 biltion (EUR 3,741
millien), an increase of 10.3% in the peried from January
tc December 199¢, compared tc PTE 680 billion (EUR
3.392 million) recorded in 1988. The mobile phone and
Internet segments enjoyad increases in the order cf 40%,
which were the highest percentage rises gver this period.

As in the previous year, the period from January to
December 1998 saw strong growth in the number of cet-
lular Customers. Thera were 2.1 miliion Customers at
the beginning of the year, and this figure rose by 1.6 mil-
lion new Customers, the biggest annual increase ever,
making a total of 4.7 million Customers in the market
at the end of December 1999.

Once again it is pointed out that Portugal has a promi-
nent pesition in the global market of mobile communi-
cations, given that it is a country with 2 GDP per capi-
ta lower than the Eurcpean average but a penetration rate
of 47% with regard to the total population, which is
higher than the average European rate (41%). Indeed,
the mobile phone penetration rate in Partugal on 31
December 1999 was higher than that recorded in the
United Kingdom. in France, in Germany and in Spain.

The mass consumer market segment was, once again, the
basis of the majority of the growth in the mobila commu-
nicaticns rmarket. The drop in prices and tariffs of maobile
phenes, the reduction in the minimum charge required to
maintain the service and the streng competition that char-
acterises the market enabied 1.2 million new Customers
to be attracted to the mass consumer segment.

Portugal's Internet market also registered a considerable
rise in the period from January to December 1999, In
accordance with data released by the ICP (/nstituto das
Comunicagbes de Portugal), Portuguese Communications
Regulatcry Body, the number of pecple registered for
Internmet access increased approximately 175% from the
previous year, reaching 474,389 Customers on 31 Cecem-
ber 1392, The strong growth in the number of Customers
was, to a /arge extent, due to the general availability of
free access products, noted from September 1999,
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03. Telecel Growth

1899 saw Telecel axpand its areas of business to include
the internet, Indirect Fixed Access and Direct Access, thus
diversifying its activity to complementary segments of its
cellular business.

In its core business Telecel saw the number of cellular
Customers increase 31.0% in 1999, the Company reach-
ing 1,794,927 Customers at the end of March 2000,

Totai operating revenues reached PTE 173.2 billion (EUR
863.9 million) and service revenues PTE 156.5 billion
(EUR 780.6 million), representing a growth of 42,4% and
44.4%, respectively, in relation to 1998, Excluding the
contribution of the quarter running from January to March
2000, this growth was 11.9% an¢ 13.2% respectively,
Average monthiy revenue per Customer fell from PTE
8,535 (EUR 42,57) in 1998 to PTE 6,532 (EUR 32.88)
in 1299, This was due mainly to the lower use of the ser-
vice by new Customers (the vast majority of whem come
from the mass consumer market segment) in relation to

existing Customers, the increase in the propertion of
mobile to mobile calls (which have a lower cost), the sig-
nificant tariff reductions during 1999 and the impact of
a free of charge initial 5-second period whenaver com-
munications are forwarded to the Customers' vaice mail
box imposed by the ICP and introduced on 1 August
1999,

Average annual growth rate of Talacel between 1993 and
13899, considering the financial years as running from April
te March, was 83% in terms of number of Customers
and 59% n terms of service revenues,

This growth has led to the constant need for reorganisa-
tion and restructuring of the Company, in order to suit-
ably respond ta the growing needs of our Customers, pro-
viding them with a high quality service, in line with
Company strategy. In 1899, 426 new Empioyees joined
the Company, making a total of 1,649 Employees at the
end of March 2000. This Incraase taok place, above all,
in the Engineering, Commercial, Marketing and Customer
Support Service Oepartments, undertaken to respond to
the expansion and modermsaticn of the Cellular Network
as well as the incraase in the Customer base, and also to
the 1aunching of new Company businesses.

Total capital expenditures in 1999 also rose sig-
rificantly, reaching PTE 46.6 billion (EUR 232.4
miliion), an increase of 68.8% compared to the
PTE 27.6 billion (EUR 137.7 miilion) in 1998,
Exciuding the quarter of January to March 2000,
this increase was 27.2%. This increase reflects
not only the effort and determination of the
Company to offer its Customers a wide range of
products and services, always allied o the high-
est standards of quality, but also the diversifi-
cation of the Company into new business areas.

1998 saw accelerated growth in new business-
s launched by Telecel, namely the Internet
access service, the netc portal and the Indirect
Access service through the prefix “1091".

The netc service providing access to the
Internet, launched at the end of June 1999,
had atltracted 115 thousand Customers by the end of
December 1999, capturing in & short space of tima
around 25% of the national market, At the end of March
2000, the nete service had already attracted about 16C
thousand Customners.

19 report ang aceounts TELECEL Comunicagdes Passaas, S.A, 1999 Maln Events
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04.Telecel Profitability

tn 1995 Telecel recorded pre-tax income of PTE 32.3 bil=
lion (EUR 161.1 million) and PTE 20.3 billion (EUR
101.3 million) of net income, a rise of 12.2% and 4.6%
respettively in relation to 1998. Excluding the quarter
of January ta March 2000, these categaries would have
registered a fall of 14.2% and 20.1% respactively, reflect-
ing the growth in depreciation recorded in the financial
yaar, higher tax ¢harges than in the previous year, and the
development costs of the new Company businesses.

The operating cash flow (EBITDA) generated in 1999
was PTE 56.1 billion (EUR 279.8 millien), which rep-
resented a growth of 36.8% compared to the PTE 41 bil-

290 0N

05. Regulatory Framework

The main svents over the pericd from 1 January 1999
to 31 March 2000 were as follows;

Legislation

Duripg 1999 some important [egal decrees for the sec-
tor were passed. (n January 1999 the decree that estab-
lishes the intarconnection regime between public
telecommunication networks and defines general prin-
ciples applicable to numbering came into force. On 30
July 1999 two new decrees of capital imporiance were
passed: the Decree-Law no, 290-A/G9, which estab-
lishes the general conditions governing the exploitation
of public telecommunication netwarks on national ter-
ritory taking inte account the open network offer, includ-
ing the offer of rented circuits, and the Decree-Law no.
290-Br99, which approves the Regufation for the
exploitation of telecommunications services for public
use. On 5 November 1999 the Decree-Law no. 458/99

—— e — e e —

fion (EUR 204.5 million) recorded in 1998, Excluding
the contribution of the quarter of January to March 2000,
which amounted to PTE 13.4 billion (EUR 66.8 million),
EBITDA grew 4.1% in retation to the previous year.

The margin in relation to total adjusted setvice revenues
(revenyes from telecommunications services less the
incoming traffic interconnection costs), went from 39.8%
in 1998 to 37.6% in 1999, resulting chiefiy from a
reduction in tariffs, an increase in total Customer acqui-
sition and retention costs and the devalopmant costs of
new businesses of the Company.

Telecsl's move into new business areas, more specifical-
Iy the Internet (access and content), indirect Fixed Access
and Direct Access, had a negative impact of approxi-
mately PTE 1.7 bitlion (EUR 8.5 million) on the EBITDA
obtained by the Company in the financial year of 1999.

——— e . p— [—

was passed, which defines the scope of telecommuni-
cations universal service and establishes price settlement
and financing regimes that are applicable. Portugal
Teiecom (PT) being designated as the universal telecom-
funications service provider, during the validity of the
telecommunications public service concession contract.
On 8 November 1399 the Decree-Law no. 474/9S was
passed, which approves the new Regulation for the
Exploitation of the Fixed Telephone Service (FTS) and
the installation and exploitation of public pests, being
applicable to FTS Providers, cperators of fixed telephane
networks and the concessionaire of the telecommuni-
cations public service, PT.

National Numbering Pian

In 1998 a new National Numbering Plan was defined and
introduced, thus anticipating the creation of conditions
needed for the entry of new fixed teiephone service
providers in a liberalised market. The new National
Numbering Plan came into force on 31 October 1999 in
aceordance with the general principles and guidelines pre-
viously definad. The transition on the Telecel network
was successful.
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Fixed Telephone Service

in 1999, measures were faken desmed necessary for
the entry of new fixad telaphone service providers in a
totally liceralised market. In effect, taking into account
the introduction of functionalities of the selection of 2
fixed telephone senvice eperator on 1 January 2000, and
the pre-seiection of an operater on 30 June 2000, in
August 1999 the identification codes for the indirect
access providers were issued, Telecel was issued the
code “1091”. On 29 September 1999 Talecel was grant-
ed a license for praviding Fixed Telephone Service. This
licanse is valid for 15 years. Netwithstanding the con-
clusion of the liberalisation process of the sector on 1
January 2000, PT continues to have 8 doeminant position
with regard to local and regional calls, given that the
aforementioned fundtionalities only cater for long distance
and international calls. However it is forecast that local
and regional ¢alls will shertly be able to be made through
the indirect access regime, the ICP having already
anncunced that fixgd-mobﬂe connections fram October
2000 wili also be eligibte for call-by-call selection.

T TR LY

Fixed Wireless Access - FWA

In August 1999, as a resulit of a public survey carried out,
a tender was opened for the granting of licenses on a
national |evel for the use of frequencies for Fixed Wireless
Access. On 19 November 1999 Telecel was granted a
license to operate on the 24.5 - 26.5 GHz range. This
license has 2 validity of 15 years. This technelogy enabies
telecommunications operators to have lacal accass to
the FTS end user, thus offering an important alternative
1o the fixed tefephone service provided by PT.

Indirect Access
for Mobile Operators

in May 1999, the ICP determined that mobile telacom-
munications operators should implement systems that
make call-by-call selection for international operators
viable, at the latest by 31 March 2000. Despite the fact
that Telecel dispatched 3 letter to the ICP outlining its
disagreement with the decision taken given the applica-
ble regulatery framework and for commercial and eco-
nomic reasons, the ICP maintained its stance and Telecel
prepared its network in order to be able to offer this func-
tionality from 31 March 2000.

Interconnection

In April 1999, the ICP released the minimum elements
to be included in the PT Interconnection Reference Offer
for the year 1999, having in July this year informed PT
of the minimum elements to be included (n its
Interconnection Raferance Offer for 2000. Based on
these elements, PT drew up its Interconnection Reference
Proposals (IRP} for each year, defining the conditions
through which the telecommunications operators can
interconnect thair networks with the PT network. In
September 1999, the ICP determined a series of alter-
ations to PT's IRP project for 2000, proposing maxintum
interconnection prices, Despite the 1CP having announced
that the price of interconnection tariffs would be reduced
in line with the Recommendation from the European
Commission, in fact the tariffs remain dutside the
“charges based on best current practices” of the European
Community. At the end of December 1999, the ICP
decided to aiter the current regime of the propriety of tele-
phone traffic originating at the fixed network and destined
for the motile network, which will come into effect from

21 report and acceunts TELECEL Comunicagars Pasuogis, S.4. 1999 Maln Evencs
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1 Qctober 2000, This alteration enables tariffs for tele-
phone connections originating on the fixed telephone net-
work and destined for a mobile network to be defined by
the fixed service provider. It will also enable fined-mobile
connections to be eligible for server cail-by-cali seiec-
tion, in the indirect access regime.

Universal Mobile
Telecommunications System - UMTS

On 21 April 1999, the ICP launched 3 survey To obtain the
interest level for the Universal Mobile Telecommunications
System. Telecel duly sent its response to the questions that
were raised, n a memorandum dated 27 December 1999
the {CP let it be known that it would apen a tender for the
granting of licenses with a validity of 15 years in
UMTS/IMT2000 in the third quarter of 2000, It expects
to grant four licenses, giving preference 1o proposals that
guarantee roaming for tha bearers of UMTS licenses that
da not have GSM/DCS. The licenses will be granted dur-
ing the first threa months ef 2001 so that the licensed oper-
ators will have enough time to prepare their entry into the
activity an 1 January 2002,

Significant Market Power

The ICP nominated PT as entity holding sigmificant mar-
ket power in 1899 in the national interconnection market,
in the rented circuits market and in the fiked telephone net-
work market and/or fixed telephone services, this compa-
ny consequently being subject ta the principles of trans-
parency and costs arientation in the fixing of prices for
these services. PT in 2000 was also declared with signifi-
cant market power in the rented circuits market and the fixed
telephone networks and/or the fixed telephone services
market, as such complying in the fixing of the respective
prices with the principles of transparency and costs orien-
tation. On 19 June 1999, the ICP ncminated Telecel as an
entity with significant market gower in the mobile phone
networks and/or mobile phone services market, Hence
Telecs!l bacame subject to a set of obligations, among which
the most important wers the granting of access to the net-
wark, including access at distinct terminal points of the net-

work offered to the majority of end usars and concession
to interconnection requests for all information and speci-
fications necessary for intercennection. In March 2000, tak-
ing into account the declaration and annual publication of
the list of entities that are assigned significant market pow-
er in the interconnection market. the ICP decided tQ cen-
sult the interested entities with regard to the criteria used
in the definition of the interconnection market. Telece| will
duly dispatch its comments to the ensuing consultation
Process.

Number Portability

The ICP released a memorandum on 27 December 1899
in which it made public the fact that it is going to pro-
pose o the Government that the number portability
between vperators or telephone service providers be intro-
duced, In order to gain the opinion of the various opera-
tors and users of teleccmmunications services, on 16
February 2000, the ICP lzunched a public survey about
number portability, aimed at defining an action plan for
the introduction of operator portability in Portugal. Telecel
duly sent its comments.

Others

Also worthy of mention is the fact that in 1999, the ICP
determined that telephone service providers must intro-
duce a free of charge minimum period of 5 seconds when-
ever communications destined to its Customers are redi-
rected to their respective voice mail boxes, Telacel intre-
duced this functionality an 1 August 1999,
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06. Selected Financial and Operating Data

, Values in PTE hition

; . 1988 1899 1998 1997 1896 1995 1994 1993

5 Usi99-Dacy9)

[

t‘ Revenues -

e Service revenues 156.5 122.7 108.4 78.8 52.8 28.6 13.8 5.2

Equipment and accessories revenues 18.7 13.4 13.3 8.9 6.2 33 2.7 2.3
Tatal operating revenues 173.2 136.1 121.8 81.7 58.8 24 16.6 1.5
Expanses
Interconnection costs 28.4 223 17.7 13.3 11.7 7.7 4.9 2.4
Cast of equipment and accessories sold 305 26.2 25.5 18.3 8.0 4,1 2.7 2.1
Seliing, general and agdministrative expenses 43.8 345 25.8 17.3 12.2 7.9 5.1 3.2
Wages and salaries . 13.2 5.3 7.6 4.3 38 2.6 1.8 1.2
Depreciation and arnortlsation 213 16.7 128 9.0 6.2 4.2 23 1.7
Provisions for bad debt and other 12 0.6 al 3.6 34 1.8 0.6 0.3
Total operating expenses 1384 110 a2 66.2 45,5 284 178 ng
Operating income 34.8 26.0 204 215 13.4 a0 (1.3 (3.5)
Qperating cash flow 56,1 42.7 41.0 30.2 12,6 B.2 1.5 (1.8)
Ogerating cash flow / Adjusted service revanues ~ 37.6% 36.5% 39.8% 40.4% 39,3% 30.4% 11.9% (36.9%)
Other income / (expense} (2.4) (1.3) 0.8 (0.6) (1.8 (1,6} (1.6} (l.a)
Income before tax 323 247 288 20.9 116 2.a (2.8) (5.0}
Income tax provision 12.1 9.2 9.4 7.8 4,3 c.0 0.0 0.0
Net income 28.3 15.5 194 133 73 24 (2.8 (5.0)

* Revenyes from telecommunications services less the incoming traffic interconnection cosls,

Cefluler Custemers ot the and of the period

New celiular Custamers,added during the period
Internet Customers at the end of the period

Annual capital expenditures [PTE billion)
Accumulated capital expenditures (PTE blition)
Average monthly revenue per cellylar Customer (PTE)

1989 1999 1988 1997
1J2n3%+Dec39)

1956

1.78a.927 1,739,647 1,370,566 745252 331,388
424,361 369,081 625,314 41386¢ 154,028

180,000 115,000

48,8 5.1 27.6 18.1 14.8
149.5 138.0 102.9 72.7 53,6
6,582 6,577 8,535 12.184 17,233

1995

177,380
88,792

113
38.9
17,935

1994

88,568
43,333

8.5
275
18,029

« The year 1999 refers to the 15-month perlod frem 1 January 1999 to 31 March 2000 (see chapter IV.6. Alteration of tha Financial and Reperting Yesr),
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Revenues

Service revenues

Equipmant and 3ccessones ravenues
Toigt operating ravenues

Expenzes

Interzenneclign casts

Cost of fgquipmen: ynd actessories 50id
Salling, general and administrative expenses
Wages and salares

Degraciation and amorusalian

Frovisigns lor bag debt ang other

Total operaling swpeaset

Operaling incame
Oprrating cash tlow

Operalmg cash How / Adjusted service révenues ”

Dtner income / {expense)
Income befera lax
jncome 1aa provisien

Net Income

* Revenyes Iram telecommunications zervices |ess (he incoming (ralhic ntergonnection costs,

Cellwar Customers at the eng of the parind

New calluler Custumers gdded during the penod

"Inlernsl Customers 31 the end of the penod
Annugl copital expendiluras (EUR million}

Accumutated apital cxpenditures [EUR mutugn}
, Average monthly revenus per cellylar Custemer (RUR)

994 1999 1598 1997
1an9-Decs3)
1808 612.0 540.7 323.1
3.4 66.8 66.3 ad.g
862.9 §78.8 8065 4374
, lat.7 111.2 88.3 56.3
152.1 120.7 1322 91.3
2195 1721 1267 86.3
69,8 49.4 379 239
108.2 833 62.3 24,9
5.0 3.0 155 18.0
€80.3 548.2 484.9 230.2
17136 129.7 141.7 107,2
2198 213.0 204.5 1518
17.6% 36.5% 38.8% 40.4%
(12.0) (6.5 20 (3.0
161.1 123.2 143.7 104.3
60.a 453 26.9 37.9
101.2 77.3 9g.8 86.5
1938 199¢ 1998 1997
[an9)-00¢931
1,794,327 1,739,647 1,270,566 745252
424,301 369.081 £25314 412864
160,000 115,000
3324 1751 127.7 95.3
745.7 688 3 513.3 362,86
32.88 3z2.81 42,57 60.82

1996

262.4
309
2932

58.4
39.9
§0.8
19.0
30.9
7.0
2270

668
97.8
39.3%
19.0)
57.9
214
32.4

1996

331,388
154,028

738
2674
88,96

T1996

ja27
190
161.8

36.4
20.5
39.4
13,0
20,9
9.0
1417

200
g9
30.4%
(8.0}
120
0.0
120

1995

V77,560

88,792

56.4
184.0
8946

At VR e

1994

3.8
13.8
a2

24.0
13.5
254

8.0
140

0
28.8

(6.9)
7.5
11.9%
{B.C}
1eo
Q.0
14,0

1994

38,568
49,333

42,4
137.2
89.93

» The year LS99 rafers (o the 15-manth perlad from 1 January 1599 16 31 March 2000 (ses shapler V.6, Alteration of the Financial and Reporuing Yaarh:
» The hinasclal informaiion peasenied n =urds (5 based on the fied convergion rale of PTE 200,482 to EUR | (se2 chaoter IV.5. Notes on the financtal information presenied

n Euros),
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1993

25.8
1.5
T4

(175
9.0
{36.9%!}
(7.0
(228}
0,0
124.9)

1993

39,235
31.469

33.4
94,8
92.33
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07.Telecel on the Stock Market

R

Vaodafone AirTeuch (Eurane) B.V. haolds £0.89% of
Telecel's share capital of 215 millicn shares with 2 nom-
inal vatue of EUR 0.850 each, the remaining 45.11%
peing dispersed on the Stock Market.

During the year Telscst altered the denamination ¢f the
share ¢capital to euros and aitered the nominal value of
each share {0 EUR 5.00 - the increase raquired for the
purpose cf adjustments undertaken through the incor-
poration of reserves - with a iater raduction of the nom-
ingl value of each share to EUR 0.50 and issue of
193,500,000 new shares 10 be distributed amongst the
Shareholders,

The Cempany concluded the
re-nominalisation of its share
capital on 19 November
1999, each Shareholder
holding 10 shares for each
share they had previously
held, 215,000,00Q shares
with 3 nominal value af EUR
0.50 each thus represented
Telecel's share capital, to-
talling EUR 107,500,000.

in 1999 the value of the
Telecel share price intreased
by 17%, each Compary share
being worth EUR 20,40 (PTE
4,090) on 31 March 200Q.
This transiates into an
increase of 414% from the
initial public offering (on 9
December 1996), in ¢contrast
with an increase of the Lisbon Stock Market index (BVL
30) of 176% over the same period.

At the end of March 2000, Telecel was the sixth largest
Company in terms of market capitalisation (EUR 4,386
million equivalent to PTE 879 Billion) ligted on the Lisbon
Stock Exchange, its shares now being worth more than
fiva times their initial public offering.

25 raport and aczounts TELECEL Comunicacdes Fessoan, $,A, 1999 Main Svents
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Share Price and Traded Volume of Telecel Shares

: Closing Price
(EUR)

— 30

Volume

75%

27%

\nl\r\r\r\hr\r\hwmwmesmmma\mmmgamcoo
?'?9‘1??'“.‘?‘!‘9??‘!“.‘“.‘??‘!“7‘?‘?‘? PP T QDR
I = = O O ”‘°"'"°'>=-ﬂ"":—a-‘>=.nb
£58333738 38338332283 823¢8 323 memuesvoume
. SEIERNSRENSERLISSR2IERNSEL SRR S a1 closing Pries
+ Snte of Telepr - Telecormynicasies Privades, SGPS shareholding corresoonding 0 10% of Telacala share capnal.
Appreciation of Telecel Shares and BVL 3C Index
Appreclation
—50Q% |
500%
—00% ] B
— 000
— 200% |
—100% |
‘ 9%
25555353 38383%2283%88835 8 3
u B - c = bl o o i c =, ad u o [ s o v ol r~1 [
§ 8322223537838 323228Z88 ¢ monn
, 2 &2 8 & & 8 8 2 2 5 228 3 & 28 2 % 5 B3 & R m Tl
PO %a Irem %o %A %a %A
90ec 96 31DecS7 J1Dec88 31 0ec 83 31 Mar OO PO 1897 19388 1999 2000
(Jan-Dec) (lan-Man
Telscol share price (EUR) 3.97 9.78 17.41 17.31 20.40
Telecel share price (PTE) 795 1,861 3,490 3,470 4,090
414% 98% 78% 1% 18%
Market Capitalisation (EUR million) ~ 854 2,103 3,743 3,722 4,386 °
Market Capitalization (FTE billian) * V71 422 780 746 87%
2,106 3,781 4,795 5,282 5.815% 176% 10% 10%

information presented in Euros),

¢¢90 O

" All of the share pncas quoted take inta account the stock split of 10 to 1 shares earried our by Taiecel on 19 November 1998,
The financral information presented 1n euros Is based on the flxed conversion rate of PTE 200.482 ta EUR 1 (sue chapter IV.5. Notes an the finencial

Maln Events TELEGEL ComunicayBus Pessonls, 5.4 1899 report snd acgounts 28

NOJTINVE % NEELS 31710100 A4VET)

8t 0

100¢ D40

11




— - N - [ EE P - e

Telacn| Share Price Appreclation Apprecialion Appreciallon Apprecialion

Jan - Mar Apr - Jun Jul - Sep Qct - Dec
31 Mar 30 Jun 30 Sep 31 Dec Telecsl BYL 30 Telecel BVL 30 Telacsl BvL 30 Telecal  BVL 30
PTE 520
1888 . 25%° 3%
© EUR 4.94
¢ PTE 1,375 1,480 1,460 1,961
1997 ' 3%% 19% 6% 22% 0% 14% 34% 5%
EUR 6.86 7.28 7.28 9.78 —
. PTE 2,940 3,280 2,215 3,430
1998 0% 6% 12% A% -32% -26% 58% 22%
EUR 14,66 16.36 11.08 17.4]
PTE 2.957 2.506 2,324 3,470
1999 -15% -4% 15% 4% 7% 2% 48% 21%
. EUR 14.78 12,50 11.58 17.31
PTE 4,020
2000 18% 10%
EUR 20.40

* Appreciation between 9 Decemoer 1956 and 3] December 1996;

» All of the shars prices quoted take into account the steck spiit of 10 to 1 shares carried out by Telecal on 18 Novembder 1355;

» The financial information presented in eyros is based on (he fixed conversion rats of PTE 20C.4872 16 EUR 1 (see chaprer V.6, Notes on the financizl
information presented n Euros).

08. Corporate Bodies General Assembly Board

Carlos Manuel Chordo Tavares Aguiar (Chairman}
Cristina Maria Arroja Minoya Perez do Amaral Frazio
(Secretary}
On 31 March 2000 Telecel's corporate bodies wera con-  Susana Paula Almeida Guerra Mendes (Secretary)
stituted as follows:

General Council Chartered Accountant

Vodafane AirTouch (Eurape) B.V. * = represented by  Amavel Calhau, Ribeirg da Cunha e Associados, Sociedade
Vernon Hugh Lloyd Tyerman (Chairman) de Reviseres Qficiais de Contas, represented by lozé
Adriana Nugter Maria Ribeiro da Cunha

Oiogo Alvas Dinis Vaz Guedes

Jetfrey David Clark Independent Accountant

Michael Pitt

Roberto Carneiro (2sked to be relieved of his duties in  PricewaterhouseCoopers

January 2000}

Tomas isaksson Management Board

* The merger between Airfouch Communications [ne.  Anténic Rui de Lacerda Carrapatese (Chairman)
and Vodafene Group Plc resulted in the constitution of  Antdnio Manuel da Costa Caimbra

Vodafans AirTauch Ple. In order tg reflect this merger, the  Antdnic Vaz Branco

company name AirTouch (Eurape) B.V. was changed to  lan Thomas fohnson

Vodafone AirTouch (Europe) B.V. Nuno J. F, S. Oliveira Silvério Marques
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01. Company Strategy

15788

«Telecel shares
a vision of a
convergence between

mobile communications

2280 0N

and the Internet.»

In 1999, Telecel continued to develop its strategy, con-
sclidated over the previous years, of presenting a com-
petitive offer in all areas of its activity in order to
capture and maintain the most valuable Customers in each
market segment.

Telacel stood out owing to the recognised vaiue of its ser-
vices, based on a wide-ranging and high quality cellular
communications network, its first class Customer Support
Service and its continued leading edge in innovation
and marketing.

Alsc a decisive facter in 1999 was the consolidation of
the Company’s assets and the internal skill-base, so as
to construct the basis that currently enables it to take the
fullest advantage of the global Telecommunications mar-
ket, namely in the Indirect Fixed Access, Direct Accass
and Internet areas, as well as continuing to
strengthen its current business. New skills in the
areas of Marketing, Distribution Channels,
Technalogy and Information Systems were devel-
oped, which allow the Ccmpany to continue 1o
axercise and widen the area of its activities in
the Telecommunications market in a competi-
tive manner,

The image of the Telecel trademark and its ser-
vices has been reinforced. The Company is
amongst the largest and mast prestigious in
Portugal, recognised for its Custorner ariantation,
its innovation, its professionalism and the eth-
ical manner in which it exercises its activity.

Telagel shares a vision of a convergence between
mobiie communications and the Internet. All
Customers of mobile services will be perma-
nently connected to the Internet through their
maobile phone, thus enabling tham to satisfy their infor-
mation and personal business requirements whilst on
the move. !t is Telecel's intention to be the major share-
helder in a company that will be one af the major Internet
content companies with a particular emphasis in the
maobile portal area.

Telecel continues to be we!l placed to achieva its main
aims: to satisfy its Shareholders, maximising the value
of the Company through the satisfactton of the global com-
munication needs of its Customers regardless of the tech-
nological means used, and to provide for the personal and
professicnal fulfiiment of its Employees.
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02.The Telecommunications
Market in Europe

The Cellular Market

1999 continued to witness an accelerated growth in the
number of cellular phone users in Eurcpe. It is estimat-
ed that during the twelve months ending in December
1999, more than 63 million new Customers would have
bean attracted, reaching a total of 156 million Custorners
in Europe at the end of this peried.

The average penetration rate of the mobile zervice in the
European Union, Norway and Swit2eriand at the end of

December 1999 was 40.8%, with a growth rate of 69%
in the period from January to December 1999, slightly
above the §7% rate over the equivaient period in 1998,

As in recent years, the Scandiravian countries show the
highest cellular penetration rates in Eurcpe, followed by
Austrig, Italy and Portugal. Finland continues to lead with
approximately 67 % penatralian rate of the mobile service
at the end of December 1993,

Portugal maintained in 1999, its notable position in
Europe, showing high levels of cellular market develop-
ment. |n September 1999, Portugal was one of the first
countries in the world in which the mobile phone pene-
tration rate exceeded the fixed telephone rate. Mention
must aisa be made of the mobile phone penetration rate

Mghile Phone Penetration Rates in European Countries*

- 31/12/199%

43%

)
k]
-1
x

* Europsan Unlon Countriay (axceps Luxemboldg), Norway and Swikzgriang,

- e mm— i -

42% dl% 5% 8% I

Switzerland
United Kingdom

Saurce: Estimale of marker anaiysts

Eurogean Average
M- Panatration Rate

in relation to the overall population, which is signifi-
cantly abeve the European average, and the proportion
of celiuiar service revenues in GDP, which is over 1.4%,
This shows that Portugal has cne of the highest rates of
development in mobile phene services in refation to its
European partners.
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The Internet Market

The European Internet market 1s growing strongly, both
in terms of users and revenue genarated. This growth is
not however uniform, the countries from the North of
Eurcpe having the highest penetration rates whilst the
Southern countries show more medest Internet pene-
tration figures,

At the end of December 199G, the estimated pene-
{ration rate of the Internet access service in Europe
reached 12%. Portugal with a penetration rate of
approximaraly 5% is at the lower end of the scale of
European countries,

Internet Penetratian Rates in European Countries* ~ 31/12/199%

%2 European Average
- Penetration Rate

£
2

Sweden

Belgum
Halland
Teeland

Germany
ltaly
Spain
Ausiria
Franoe

Portugal
Greece

Denmask
Findaxi

United Kingdom
Switzeriand

= turcpesn UAlen Countrles

(eacept Luremuourp}, Nermay and Swiczeriand Sourca: Estimate of market anatysts

According 1o market analysts, at the end of March 2000
the number of European internet Customers will have sur-
passed 83 million.

1999 was alse a year of e-commerce growth. Data from
market analysts show that e-commerce in Eurcpe gen-
erated revenues of EUR 3.5 billion (PTE 702 billion),
pointing to sustained strong growth in 2000, reachung
around EUR @ billion (FTE 1.BQ4 billion). The sale of
compac? disks, books, travel, hargware and software,
and Stock Market operations contributed ta 75% of the
Europaan on-line market.
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The Fixed Telephone Market

The complete tiberalisation of the Telecommunications
sector in Europe first took place in the United Kingdom on
1 January 1992 and was [ater introduced in the great
majority of Western European countries in 1998, With the
derogation granted by the European Union, full access to
all segments of the market anly arrived in Portugal on 1
January 20Q0.

The liberalisation of the fixed telephone service means
greater competitiveness in this markat with the arrival of new
operators, bringing benefits to the users with regard to tar-
itfs, innovatien, efficiency of service and Customer support.

Fixed Telephone Penetration Rates in Eurcpean Cguntries* - 31/12/1999

» Surgpean Unlon Counghigy (exqent Luxembourg), Norway and Switzerland

Source: Esimara of market analysts

EBE European Average
Wl Penetration Rate

It is estimated that the average penetration rate of the fixed
telephone service in the European Union, Norway and
Switzerland had incragsed 19 54% by 31 December 1999.
The Scandinavian countries continue to show the highest
fixed telephone penatration rates in Europe with Sweden
lsading the group with 73% penetration, Pertugal with
42% penetration remains at the lawer and of the scale
together with Sgain and lreland.
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03.The Telecommunications
Market in Portugal

The Ceilular Market in Portugal

1999 was once again marked by a strong growth in the
number of Customers of cellular lelephone services in
Portugal, the peneiration rate increasing by 16% in the
period from January to December 1399,

At the and of December 1389, according ta the ICP, the
number of cellular Customers in Portugal was approxi-
mately 4,7 miltion. it is estimated that at the end of
March 2000 the number of Customers will have reached
nearly 4.2 million.

Number of Mobile Phone Customers in Portugal

Number Panetration
of Customers Rate
5,000,0 S0%
ya
311255
4,000 000 208 e
32 000 000 AD%h

2 090,000
1.500.000 - Analogue
- Dlgleal GSM
1]

1953 1994 1985 1996 1997 1998

The year 1399 rafars o the 15-merth periad from L Jaauery 1995 10 34 March 2000
(see chdoter IV.6. Alteration of (@ Financial and Reporting Yeer),

e ——

—— Penetration Rote
1989

Source; 1CP, Company Reports

The mass consumer segments, characterised by lower
usage leve! and where the type of services are deter-
mined by persanal rather than professional motives, were,
as in the previous year, the main reason for the sirong
growth registered. This is cutlined by the fact that in
19969 the market was again dominated by pre-paid ser-
vice products, such as the Vitamina family preducts, on
which centred the main advertising campaigns and which
represented the majority of new Custormers, It is esti-
mated that at the end of December 1989 the proportion
of pre-paid service products on the Portuguese market
clearly exceeded 75%.

The high competitiveness that characterises this market
is manifested by three factars: (i} varicus alterations te
tariffs throughout the year, (i7) launching of new products
and services; (iii} high number of terminal equipment pro-
motignal campaigns.
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The Internet Market in Portugal

1999 saw accelerated growth of Internet actess in the
Pertuguese market, The explasion in the number of users
is explained to a (arge extent by the availability of free
access products, originated by Tefecel, the first operator
te widely offer free access in Portugal with the iaunch-
ing of netc.

As a result, and according to |CP data, within one year
the number of Internet service users grew 175%, reach-
ing 474,389 on 31 December 1999. The nete thus man-
aged 10 a short space of time to conguer 25% of the
national market.

In analysing the data published by the ICP we have to take
inte account that a Customer may be registered in more
than one Internet access operator, given that free access
is now broadly used in Portugal.

According to data from Marktest, 14% of the Portuguese
papulation use tha (nternet despite the fact that 23% have
access to the web. It is estimated however that a signif-
icant number of accesses are made through schools/unis
versities or in the workplace.

Data from market analysts show that 10% of the
Portugusse popuiation use the (nternet and that only 1%
nas made on-line purchases. However, in comparison to
1998, e-commerce sales grew 400%, the Portuguese
having made purchases to the vaiue of EUR 13 million
(PTE 2,606 million). According to the same source, sales
through national sites rose to EUR & million (PTE 802
billion), which meant that approximately 70% of on-line
purchases in Portugal were made through foreign sites.

The Fixed Telephone Market
in Portugai

During 1999 various initiatives were undertaken prepar-
ing the way for the liberzlisatian of the fixed telephone
service that took place in 1 January 200G, particularly
noteworthy being the tender for the issuing of Fixed
Wireless Access licensas and the implemantation of the
new National Numbering Pian. The liberalisation of the
fixed telephone market in Portugal signalled a new phase
with varicus operatars licensed by the ICP aHering Indirect
Fixed Access services (call-by-call selection for fong dis-
tance and international communications), and some of
them preparing Direct Fixed Access services, based either
on their cwn Fixed Wireless Access networks or on cir-
cuits rented fram Partugal Telecom.

As such, the quarter from January to March 2000 was
characterised by a high degree of dynamism, ariginating
from the needs of these operators o implant themselves
in the market, launch their corporate identities and their
trademark images, and enlice the public towards their
offers. This dynamism was fransiateg into large-scale
marketing campaigns using a vast amount of advertising
means and aggressive promotional offers aimed at cap-
turing new Customers.

Given that only three months have elapsed since liber-
alisation it is still early to gauge the outcome af this
process, namely in terms of market share. [t is hawever,
possibie to verify that the prices of long distance and inter-
national communications fell sharply, in some cases as
much as 50%.
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04.Telecel Customers
and the Service Offered

Telecel Cellular Services

Main indicators

In the period from January 1999 to March 200C, Telecel’s
Customer base grew 31.0%, with the addition of 424,361
new Customers. Tha Company's Customer base at the end
of Decembar 1999 stood at 1,739,647 and by 31 March
2000 it had reached 1.794,927.

The vitamina family of products, which is characterised
by the absence of a monthly fee linked 1o the service pre-

Number of Customers and Net Addittions

Number
of Customers

1,800,000

— ~——

31.12.98
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Tha yosr 1999 rafers to the 35-month peried fom 1 Jenuary 1999 te 31 Maren 2000
(vee chapier V.E. Alteradan of the financial Yesr snd Raport)

IWE- Total Customers
WM~ Net Addittiens

Source: Compeny Reports

payment and especially directed towards the mass con-
sumer segments, was responsible for attracting the major-
ity of new Telecel Customners. Meanwhile, as a result of
a special focus on the business segment and given their
lower churn rate in relation to pre=paid plans, at the end
of March 2000, Customers of the Vitamina service
accounted for approximately 72% of the Company's
Customer base, 3 slight decrease from the 73% record-
ed at the and of December 1999,
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Monthly Average Revenue per Customer

Montiy
Average
Revenua per
usar {ARPU)
(PTE)

Variatign vs
previous year

1993

199¢ 1985 1596 1997 1958 1898

* The yedr 190D refers to the 15smonch pariod from L January 15999 o 11 March 2000 (zee chapter (V6. Alteraf(on of the
Financlal and Reporting Year):

= ARPU = (tocal srvicy revenues) / (average numase of cellular Cusnamers dunng the yesr / number of mands in the year);

» Tha finsnuial Informagien prasented in Euros is 2500 on the flaed conversion rate of 77T 200.482 0o BUR 1 {see chapter (W5,

fotes on the Ainanclal Infgrmatien oresented n Buros) Saunce! Company Reperws

The monthly average revenue per Telecel cellular Custemer
(ARPU) decreased approximately 22.8% in relation to the
pravious year, being PTE 6,592 (EUR 32,88) for the fif-
teen months ended March 2000. The reduction in ARPU

average revenue per Customer (ed to 2 reduction of the
avaerage revenue per minute to PTE 46 (EUR 0.23), a
decrease of 23% in reiation to the previous year.
However, in tha quarter ended 31 March 2000 usage

is directly refated to (1) the reductions in tariffs, mainly
in the first quarter of 1999; (ii) the highest discounts
granted in the business segment owing to market com-
petition; (iii) the volume increase in mobile to mobile calls,
at lower prices, ang alse {iv) the impact of an initial 5-
second period free of charge whenever communications
are forwarded to the voice mail boxes of
Customers, imposed by the ICF and imple-
mented on 1 August 1999.

registered a positive upturn, with 148 monthly billed
minutes per Custorner.

The average acquisition cost of each new Customer
gained, calculated by summing advertising expenses,
commission to distribution channels, cost of the wel-

Billed Minutes per Customer and Service Revenue per Minute
However, the recent ARPU figures point to Minutes
a stabilisation trend. Mention should also
be made of the fact that the average rev-
enue per Telecel cellular Customer con-
tinues to be higher than the average in
Portugal, keeping Telecel in first place as
the operator with the highest ARPU in the
Portuguese market.

- Monthly Average Minutes
of Usa par Customer

Usage, measured as the monthly average
number of billed minutes per Customer
was stable at 142 minutes, showing pos-
itive elasticity when each tariff plan is
analysed. The joint effect of the four
aforementicned factors that affected the

-—— AveErage Revernue

1997 per Minute

1998

1999

¢ Tha yaur 1999 refers <o thg LS-monch perlag from ! January 1999 to 31 March
200D {saa chapter IV.6. Aitardtion of tNe Anancisl and Raporting Year);

» The finarg(sl informacion prasented in Euros 18 based on the fxed conversian
rote of OTE 100,482 to EUR { (zee chapier {V.5, Notes on T finencial mtormas
tian presanted in Euros).

Soures: Company Reperts

37 repart ang accounts TELECEL ComuniCay e Pensois, 5.4, 1899 Mersgement Oistussion and Analvsis

15/07 42290 0N HOLTIVE © RE4LS £8110107 JEEAT) 130 1002080 1L




16/17 4 zed0 o

come package with SIM (Subscriber !dentity Mcdula)
card and margin on cellular telephone sales, fel! stight-
ly in comparison to the previous year, Telecel also man-
aged 1o achieve an improved average monthly cash cost
per Custemer (CCPU) through the implementation of a
palicy of improved processes and application of cost cut-
ting measures, despite the costs incurred throughout the
year with the develcpment of the new Company busi-
nesses. As such, the average monthly cash cost per cel-
lular Customer fell to PTE 4,230 (EUR 21.10) for the fif-
teen months ended March 2000, showing an improve-
ment of 20.3% in comparison to the previous year.

Monthly Cash Cost per Customer

Monthiy

variation vs
Cash Cost par the previoys
tzer (CCPU) year
(PTE)
20,000 10,Q0%
16,000 0.8%
12,000 AQ%
8,000 -20 Q%
9,000 | =30.0%
— =L

o The year 1999 rafers to e L5-mantn peried Igm L Januacy 1999 to 31 Mareh 2000

(zex chagter IV.E, Altaratlon of the Financtal and Reporung Year);

e GCAJ = (total operating costy leys depreciarion & amertieation and equipmang revanue) / (dverage

numoer of celiutar Custamery dyring the year / numoer of moantha In che year);

= Tha findnciel informadon prasented i Buros (= based an thq flked converaion rate of PTE 200,482 v

EUR 1 {se= chapter [V.3. Notes on the fiaancia! Informatian prasented In Burcs),

Source; Sempany Reports

S bama [y

Churn rate rose in 1999 given the increased competition
in the celluiar market due to the entrance of a new oper-
ator and the lower degree of loyalty shown by Customers
coming from the mass consumer segments which has
accounted for the majority of new Customers in recent
years. In 1999 the annualised churn rate was 30%.
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Main Events

Telscel Netwark

1999 witnessed the largest expansion in the Telecel net-
work since the beginning of its operations, baoth with
regard to the number of base staticns and switching cen-
tras, An effort has glso been made to optimise the net-
work, enabling Telacal not only to improve its already
excellent quality of service but also to maintain its lead-
ership in terms of quality indicaters, as shown by sever-
al audits.

The ambitious network expansion plan became feasible
with the introduction of peint to point microwaves links,
namely through the second ricrowave transmission net-
work developed in the Braga region, and the high num-
ber of generators that make Telecal less dependent on PT
and EDP/Gertiei, with regard to leased circuits and ener-
gy lines respectively.

«During 1999,
the Customer Support
Service widened its

scope to cover the new
lelecel business areas.»

During 1999 Telecel successfully overcame two huge
operational challenges without any impact for their
Customers, namely the implementation of the new
National Numbering Plan and the resalution of the tran-
sition to the year 2000. With the aim of incrzasing the
quality and diversity of Telecel pre-paid services offered
to its Customnars, a new intelligent platform was installed
that will enable the pre-paid service to be made available
to a substantial number of users in the year 2000. With
the same goal in mind a second platform for pre-paid ser-
vices, similar to the existing cne, was installed in Oporto.

in 1999 a new Voice Mail system was introguced on the
Telecel netwark, which enables the development of new
functionalities for this service, Simultaneously, the capac-
ity of the SMS (Short Message Service) platform was
expanded in order ta allow an increase in the level of usage
of this service and its availability for Custamers of Telecel
pre-paid products and other mohile operatars’ networks.

Continuing to iead the introduction of new technologies
and services, in 1999 Telecel launched NexiPrl - Private
Networks, for the business market, and began to oper-
ate a new intelligent network for this purpose. Also in
1999 Telacel prepared the availability of the WAP
(Wireless Application Protocel) service, succassfully
launched in November at ExpoTelecom. As a result of the
FWA (Fixed Wireless Access) license obtained. Telecel also
began construetion of the infrastructure needed to pro-
vide various types of voice and data fixed services that
have been exclusive to the incumBent cperator.

Customer Support Service

During 1999, the Customer Support
Service widened its scope to cover the
new Telecel business areas, Therefore,
the implementation of Customer Suppeort
for the nete Internet access service and
taq indiract Fixed Access service, led to
the creation of new teams with new spe-
cialisations and critical skills,

in the case of the nete Internet access
service support, the identification,
selection and development of these
skills are considered essential for the
sticcess of Telecel in the mew environ-
ment where mobile access te the
internet will play a fundamental rale in
the everyday lifa.
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In the business segment and after the creation of the
Entrepreneurial Businass Unit, three new services were
created:

» 1290 - Support to Business Customers aimed at pro-
viding clarification and specialised support for
Business Customers;

e 1291 - Support for Business Sales aimed at provid-
ing for and supporting the direct sales teams and
business agents:

* 800 O 200 - Business Solutions, which as part of 2
telemarketing team clarifies and provides information
about Teiecel’s business offer.

The craation of these services, together with the restruc-
turing of the commercial support teaam for direct sales and
business agents, intends to focus and direct tha whole
support structure for sales and Customer Support towards
the specific needs of business Custcmers in grder to pro-
vide a service of the highest quality.

With regard to the suppert systems, the introguction of
a rigorous and complete VR (Interactive Voice Response)
system has provided Customers with the possibility of sat-
isfying their information and operational needs, as con-
firmed by the interaction rate recordad by this service.

The whole structure of the Customer Support Service
was adjusted in order to focus the areas on the respec-
tive aims including management through outsourcing of
a significant part of the Centact Centre,

In terms of quality and processes, the Quality System con-
tinued to deveiop, having APCER - Assaciagdo Fortuguesa
de Certificagdo {The Portuguese Certification Association)
carried out a follow-up audit, as part of the Customer
Support Quality Certification awarded to Telecal in 1998.

19787 d

¢¢30 0N

Communication

The Telacel brand awareness continues to be close to the
100% lavel. The perception of the brand image faced new
challenges brought on by Teleeel's move into several
business areas, namely Indirect Fixed Access and the
Internet, and by the segmentation of the GSM area inte
two channels: mass market and business. Presence in the
media was reinforced given the extremely competitive mar-
ket environment.

With regard ta sponsorship, Portugal's three biggest foot-
ball teams continued to be sponsored by Telecet.
Sponsorship of motor sport events also continued, with
the Vitamina R image, in addition to other sports, name-
ly athletics, golf, sailing, tennis and horse riding.

The "Mundo T newsletter, published every four months,
for Telecel Customers was re-launchied, with a new image
and layout,

Products and Services

Telecel has stood out since the beginning of its activities
due to its principal goal of satisfying the communication
needs of its Customers, namely threugh the launching of
a wide range of innovative seevices, regardless of the
technological supports used.

With this background, special mention must be made of
the launching in April 1999 of convergent fixed-mobile
services, both in the business and residential fields:

— The NexiPri - Private Networks service comprises of the
simulation of a private network, built within the Telecel
network, which enables the integrated and transpar-
ent use of all types of mobile 2nd fixed communica-
tions of a company, fram internal to long distance
communications, national or international.

— The MoblFix service, aimed at the residential market,
is also a new step in the grow-
ing convergence of cellular ser-
vice uses to meet the commu-
nication needs of Customers,
whether they are mobiie or fixed.
Designed te communicate fram
home, the service offers an alter-
native to landline telephones,
which, under certain circum-
stances, enables Customers to
benefit from lower costs,
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With the aim of allowing greater flexibility in the utilisa-
tion of Telece! services, namely its Vitamina products,
from July 1998, it has been possible to make low reload-
ing amounts, of approximately ane fifth and two fifths of
the minimum amount to be paid evety four months to heep
active any pre-paid product on the market,

On 27 August 1999, the Telecal Celiular Broadcast
service, which had been launched in June 1998, became
accessible in the entire country, providing 12 channels
containing information considered of public interest.
Telece! is the only Portuguese operator ta offer this use-
ful and innovative service that enables the reception on
the screan of the cellular phone of information about
specific themes as well as local infermation varying
according to the 2one where the user is located,

From 7 September 1998, Vitamina service Customers
were able to use their phones in all countries covered
by the Telecel roaming service, practically all around
the world, using the Total Reaming Service for Vitamina
Customers, This service enabled the same ability tc
communicate abroad that Customers of regular tariff
plans already enjoyed. Vitamina service Customers have
been able to benefit from pre-paid roaming in Spain
since 1997. '

As has happened in other European countries, there has
been 3 very significant increase in the number of written
messages, it particular among the younger age groups, who
would certainly have nated the following twe initiztivas:

« On 1 Qctober 1999 Telecsi made its Short Message
Service available for Telecel Vitamina Customers. This
usefyl sarvice, until then only available to Customners
with regular tariff plans, enabled Vitamina product
Customers to send written messages 1o other Telecel
network Customers and intgrnational operators’ net-
works. Telacel Sarvices of acknowledged value, such
as the TeleMultibancoc via SMS, Reuters Tslecel,
Mail@Telecel, dispatch of messages to faxes or to
Talechamada pagars, could from this date onwards be
used by al! Tejecel Customers.

* On 1 February 2000, through an agreement reached
between the mobile gperators, it became possible to
offer the short message service between their net-
works, This understanding, which was mediated
through Tefecel, enabled a joint dissemination of the
service that will greatly enhance its use.

Cn 1 October 1952 Telegel also faunched the new Vitamina
City, based on the new local tariff concapt, Calls made from
the city selected by the Custamer to the Telecel network
and to the fixed network with the area code of this same
city have a lower tariff, which amounts to a reduction of
around 50%, in compariscn to the average tariffs of all
pre-paid products on the market. The Vitamina City
Customer is permanently
informed whether he/she is
within the limits of histher
“Tetecel City”, through 3
free cellular broadcast mes-
sage, constantly visible on
the mobile phone screen,

From 15 October 1999
Telecel has provided a news
service with infarmation
from CNN and the netc por-
tal, thys becoming the first
Portuguese callular operator
o offer useful services on
the mobile network config.
ured through the Internet,
The news services are available on tha Telecel network in
English (CNN Mobile) and Portuguese (nate mdvel), in the
form of wriften messages, able to be activated and cus-
tomised through the Internet,

Coinciding with the alteration of the National Numbering
Plan on 31 October 1999, Telecel lgunched the
Novagenda service, whose function is to enable Customers
te sutomatically update the numbers they had stored in
the memoary of their SIM cards, From that date onwards
this service has been available in Telece| shops to enable
numbers in the card memary to be conveniently changsd.

A series of initiatives were launched aimed at providing
Customers with tools that facilitate their adaptation te the
Eure, namely the Euroconversor (Euro converter) service,
launched in Aprif 1999 (converting Escudgs into Euros
and vice-versa), the availability of Telecel invaicaes in
Euros, in addition to the adaptation of the TeleMuitibanco
sarvice in February 2000, in order to enable operations
in the new Eurapean currency.

At ExpoTelecom on 24 November 1999 Telece| present-
ed, for the first time in Portugal, an Internet access ser-
vice from the mobile phone using WAP (Wireless
Application Prototol) technology. This technology is an
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important advance in the convergence of mobile com-
munications, Customers may access informaticn and use
services available on the Internet quickly and concisely
whilst on the meve, provided that they are equipped with
one of the new mobile phene madels or PDA (Pearsonal
Digital Assistant). Telecal commercially launched the
WAP service on 15 March 2000, paving the way to offer,
at the beginning of May, this fype of access to 2 large vari-
ety of contents and services already axisting on the
intarnet, simultaneously creating an exciting new utility
for the cellufar telephone.

18/6% d

.Telecel presented, for the
first time in Portugal, an
Internet access service from
the mobile phone using WAP
(Wireless Application
Protocol) technology. This
technology is an important
advance In the convergence of
mobile communications.»

On 10 December 1398, Telecel Iaunched
a mobile phone with an incorporated FM
radio, the Vitamina R FM, the first GSM
praduct of tis type in Portugal that allows,
in a single equipment, the possibitity of lis-
tening out loud to FM radio stations in
stereo, using a headset supplied with the
package, as well as making and receiving
calls and written messages.

On 23 December 1999, Telacel signed
an agreement with Ericsson to begin tests,
from the first quarter of 2000, leading t0
the introductich on its network of GPRS
(General Packet Radio Service), a tech-
nology that will revoiutionise the use of
data and Internet access services through
the GSM netwerk. This new transmission
technology, as the WAP access technolo-
gy, facilitates the development of new
mebile data services directed towards
business and residential Customars. The
joint use of these two technclogies will
enable quick access tc content avaifable
on the Internet, the carrying out of e-com-
merce transactions and other useful ser-
vices, all whilst the Customer is on the
move,

On 1 March 2000, Telecel launched the
Vitamina Zero - the Super Light onto the
market. This new member of the Vitamina
family is a pre-paid preduct without com-
pulsary 1oadings. With no compulsory min-
imum consumgtion restrictian, this prod-
uct adapts itself to the real needs of
Customers, wha can truly use it in line
with their needs.
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Tariffs

Buring the first six months of 1999 Telecel restructured
its tariff plans. Especially noteworthy is the coming into
force, on 23 January 1999, of new internaticnal tariffs
that enable Telacel Customers to make international
calls from their celluiar telephones to the European
Union and North America at the same price per minute
as naticnal communications during peak hours to
Customers of ather netwarks, The application of these
values, which in some cases led to a reduction of 70%,
allies the advantage of mobility of cellular communica-
lions 1o the competitiveness of Telacel international tar-
iff plans. National tariffs were alsa reduced during this
pericd. Amongst the alterations carried out, of particu-
lar interest was the introduction on 12 February 1999
of a reduction of up to 21% on the tariff of calls to oth-
er networks made during peak hours by Customers on
regular tariff plans and Vitamina T and R Customers, as
well as the reduction of monthiy fees in the Pack Total
120430, Pack Privado 480 and Nermal tariff plans.

On 30 June 1999 Telecal announced that, fram the month
of July 1999, it would provide for its Custemers tariff plans
equivalent to theses of its competing operaters (TMN and
Optimus) in addition to their own tariffs. As such, having
removed the price element from the decision process, the
Custormer can select which tariff plan he/she would fike
based on other factors such as covarage and quality of the
network, services provided and Customer Support.

in offering taritf plans globally equivalent to the main tar-
iffs of competing operators, Telecel provided for its
Custemers the new Optimus tariff plans “Boomerang
Mais” and "Plano Mais" in October 1999, “Boomerang
Five” in Navember 1999, “Super Smile” and “Super”
from TMN in November 1999, “Maga Smila” from TMN
in February 2000 and finally "Livre” from Optimus in
March 2000.

In August 199 Telacel created the summer campaign
“Fale mais 60%" \ alk More 60%), through which
Customers had the opportunity to receive PTE 8,000
(EUR 39.90), VAT included, in calis for a payment of PTE
5,000 (EUR 24.94), i.a. a banus of PTE 3,000 (EUR
14.96). The campaign lasted one and a half manths and
the response was overwhelmmg, resuiting in a very strong
elasticity of use.

In September the NexiCal ptans were launched aimad at
business Customers. These plans are associated with

packages of minutes that can be shared by a defined num-
per of services of a single account.

On 1 Qctober 19995, Telece, through the new Vitamina
City ana the Lacal Calls Discount to regular tariff plans
Customers, introduced the concept of a local tariff for cal-
lular cammunications ontc the Portuguese market.

On the same theme Telecel created on 29 November
1998 the “Plano Local’, a new regular tariff plan spe-
cially aimed towards those who make the majority of
their communications dur-
ing peak hours and to the
fixed retwaork of the zone
where they are located.

in November 199¢ Telece!
reinforced its data and fax
offer through the introduc-
tion of new Packs Datafax
15, 60, 120 and 240. In
all cases the same number
of minutes in data or fax
calls and quantity of writ-
ten messages (SMS) are
inciuded.

In December 1999 an
international tariffs cam-
paign for the period from 7
January to 7 February 2000 was launched for all Telecel
tariff plans. This campaign encompassed & countries -
Spain, France, Germany, E£ngland. USA and Canada -
for which Telecel offered a price of PTE 20 (EUR C.10)
per minute (excluding VAT), valid during weekends and
off-paak haurs.

On 29 December 1993, Telecel announced that from 1
January 2000, it would provide a highly competitive offer
in communications through Indirect Fixed Access
(*1091") for its current Customers, both of the cellular
service and Internet, of the residential and business seg-
ments. In comparison to the new tariffs announced at that
time by Portugal Telecom, the Telecel offer represented,
for a typical three-minute call, a saving of about 50% on
national calls made after 7:00 p.m. and on the weskend.
A single tariff was announced for business Customers that
represented a reduction of sbout 30% in relation to the
Portugal Telecom tarifts. In addition to the extremely
advantageous international {ariffs, Talacel also announced
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discounts for cellular service business Customers on the
price of alf calls that could reach up to 10%.

Gustomer Loyalty Pragramme

During 1999 and up to March 2000 Telecel constantly
updated the cffer of its Customer loyalty programme -
Clube Viva Telecel - enabling mare advantageous acquisi-
tion of new models of mobile phones.

This programme, which encompasses all identified Telecel
Customers, also allows the exchange of points for free calls
packages or discounts in cellular telephone accessories.
The points awarding system, according {o the inveice
total amount. enables the fairest possible programme
for the Customer, guaranteeing that the offer available,
althaugh accessible to all, gives greater benefits to those
who spend more.

During this period the offer from Glube
Viva was renewed three times (third,
fourth and fifth versions), achieving
the aim of maintaining an attractive
offer suited to different kinds of
Customers. As such, a wide range of
mabile phones were constantly made
available, always providing the mast
up to date models in each product line,

Specific Customer loyalty programmes
were 350 created In the business ares,
based on the drawing up of contracts
of variable duration.

A high degree of automation was intro-
duced in the processing of requests
from Telacel Customers with cegard to
this programme, namely through the
use of a forms optic reader and use of
a CRM (Customer Relationship Management) tool, which

nsures the highest level of efficiency, speed of response
and quality of servica offered to the Customer.

Distribution Channels

During the peried under analysis, specialised distribution
channels in the business segment were launched, with
their own offer, commissions and technical support. There
was 8 significant increase in the chain of total Telecel
image shops, either run directly ar through agents, in
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which the Customer has access to the whole Telecel prod-
uct range. Conditions were created 10 guarantee strong
positioning in the emerging distribution channels, name-
ly the Internet where the Telecel Electronic Shop was refor-
mulated, now including in 2ddition to the Company’s
tomplete commercial offer, several products specially
designed for this channel,

Terminal Equipment
1989 saw a changs in the downward trend of the price
of terminat equipment.

This is explained by the near elimnation from the end
of 1999 of the suhsidisation of handsets sold in pre-paid
preducts.

In 1999 the downward trend in the cost of equipment
continued but at a slower pace than in 1998.

The maturity of the market, coupled with the ageing of
the equipment range, led to an equipment replacement
purchase rate of approximately 45%. This tigure is fora-
cast to rise in the coming years.

Average Sale Price of Telecel Cellular Telephones

(PTE)
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Source: Comoany Reports

The certification process in the area of Terminal
Equipment Technical Assistence in accordance with the
180 9002 norm was successfully concluded, the cartifi-
cation duly being awarded to Telecel following an audit
of services carried out by APCER in March 1999.
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Telecel Internet Services

Main Indicators

1999 saw Talscal become an Internet service provider,
in the content area with the launch of the netc Partal ser-
vice on 18 June, and in the aceess provision area with
the launch of its netc access service on 21 June.

In a short peried of time the netc service achieved its aims:
to become 2 reference point and play 3 decisive role in
the Internet market in Portugal. nete coniributed to the
175% rise in Internet Customers in the twelve months
ending 31 December 1999, due to the innovation of its
concepts, the quality of its content, the diversity of its
tartfis and its capacity, facility and speed of access.

Number of netc Customers

Number of
Subscribers

175,000

138,000

125,000

10¢.000

23000

50 000

23000

0

i

30 Gep:emher 31 Decemnbar

1999

31 Mareh
1999 2000
Source: Company Reports
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As such, at the end of March 2000, little more than nine
months after its appearance on the market, the nete
Customer base had reached 160,000 Customers.

natc fri, the first free aceass product widely made avail-
abie on the Portuguese market launched on 20 September
1999 and specially aimed at residential Customers
accounted for the majority of nete Customers. These
Customers at the end of March 2000 made up 85% of
the nete Customer base.

Main events

Netc network

At the end of June 1993 Yelecel launched its Internet
business through its Internet infrastructure and Portal,
Until the end of March 2000, the IP network registered
strong growth corresponding to the large increase in the
number of Internet Customers.

The netc network stands apart due to its capacity, facil-
ity and speed of access. With 49 POPs (points of pres-
ence} (nstalled at its faunch, it already had 70 POPs
installed at the end of March 2000. The netc Customer
is offered service access through 2 local call throughout
the country.

The high performance of the nete access network is built
up on a Cisco equipment pfatform, with 2 backbene of
4 nodes, installed in Liskon, Oporto, Caimbra and Faro.

The nelc network altows fixad or mobile access to the ser-
vice, namely through analogue connection (up to 56kbps),
ISDN (up to 128kbps) or GSM (up to S600bps), and
through a dedicated line (up to 2Mbps).

Customer Support Service

The netc Customer Support Service, available through aju-
da@nete.pt, offers a dedicated service, specialised and
backed by the most sophisticated information systems,
available 24 hours a day and 7 days a week.

In confirmation of the excellence of the nete Customer
Support Service, it should be noted that it complies
with the reguirements demanded for the internaticnal
Quality standard 1SO 9002, in accordance with the qual-
ity certificate granted to the Telecel Customer Support
Service in 1998 by APCER, the Portuguese Certification
Association.
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At the end of March 2000, the netc Customer Support
Service employed more than 30 dedicated assistants.
The Customer is also offered a Technical Suppart service,
a backup support of an entirely technical nature, whose
function is {0 resclve more complex problems.

Communication

As part of Telecel's communication strategy, the nelc
advertising campaign has steod out since its launch due
to its innovation, grounded on direct, original, informa-
tive and stimulating communication.

Based on a coherent and multifaceted communication
stratagy, the nete launching campaign enabled the cre-
ation of a prestigious and structured brand image reflect-
ing its values ang goals of market leadership from the very
beginning.

Products and Services

nete revolutionised the (nternet market in Portugal, being
a major factor n its strong growth during 1899, Through
innovative products adapted 10 the needs of the market,
Retc stood out owing to its originality in concepts and qual-
fty af content in Portuguese available
on its Portal,

netc access products offered a differ-
ence from the norm from the begin-
ning owing to their innovation, diversi-
ty and suitability to the needs of the
market segments they were directed
towards: nete direclo and netc fri for
the residential market and nete grupo
and NexiNet for the business market.

)};:;‘5 The nete Pertal gives access to thematic channels with
R high quality information: News, Stock Market, Business,
Weather, Education, Spert, Beaches, Cinema. Leisure,
Utitity, Go Qut and Travel, Cookery, Entertainment, A
Portal has aisc been especially created for youngsters -

«The netc Portal ™™=
~ GIVES ACCESS  ing.ne nfors soach sgine e sfonae comnion
T0 thematiC ChanNEIS (imeaeirame: s e socess to v
with high quality °thdhg E::,,ZEZ;T:{;? “
i nform at l O n L » :;f:?;h;:zgcétizw cle range of configuration options

47 report ang accounts TELECEL Comunicagdes Pessoars, 5.A. 1885 Management Orscuszion and Analysls

16708 4 22800 NOLTINYE @ NEELS 3171000 AdVET) 77:0 100¢ 930 [




MONTH DESIGNATION
June 1993 ann s agic gl facal
nakle Auatso

e s lal

luly 1989 Sioon markan Shanesl

3each Shaonsl
waglish Gichonenes

August 1999 Voguelk tor Trmon

Go Oue ang
Teaval Chaans

September 1998 new 1.0

SECS anl Tetravisva

Protauol

October 1999 anie gilipy

Tdncalien Chanael
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DESCRIPTION

The Telecel netc Portal stands out from its cempetitors due to the quality of its cantents
in Portuguese and its capacity for fast downloading, namely of software and entire books.
It contains & nationa! search engine, on«line editing, dictionaries and thematic channels
with information about the Stock Market, weather, sport, jobs, culture, education, envi-
ronment, traval, cars, cockery, beaches, gamas and entertainment.

The launch of the Telecel [SP saw 2 products offered: netc directo (a pay-as-you-go
product, without monthly payments or minimum usage, directed towards residential
Customers} and netc e tal {a Compaq Presaric 5166 computer, including 5 hours of
access per menth).

Launch of the Stock Market channel in the nete Portal with wide-ranging information about

financial markets in Portugal and araund the World.

The nelc Portal launches the Beach chznnef offering @ guide and information about bea-
ches as wall as a2 webcam on Guincho beach.

The netc Fortal offers English dictionaries with English-Portuguese and Portuguese-English
translation.

The "1 click for Timor" campaign through the nete Portal, denated PTE 1 for each click
on the campaign butten, resulting in the raising of PTE 2 million (EUR 9,376) delivered
to the Timarese Resistance National Council.

The nete Portal launches its Go Qut and Travel channel that provides information about
locations, restaurants, bars and night-clubs.

Aimed at residential Customers, it 15 the first free widespread Internet access product,
through the fixed network, enabling Customers to surf the Internet at the cost of a local
call; includes a complete set of services

Signing of 2 protocol with SECS (Secretary of State for the Media) and Terravista, far free
Internet access for Media bodies and on-line broadcasting for local radies (through MP3
technology).

Flexible produet designed for the business market (particularly small and medium-sized
companies and self-employed professionals), with a private domain (name@company.pt
and http://www.company.pt), monthly fee, several independent users and space for web-
site hosting,

Launch of the Educatian channel ta the netc Portal that provides several themes znd con-
tent aimed at students, parents, teachers and trainers.
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MONTH

November 1898

December 1999

laneary 2000

February 2000

Mareh 2000
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DESIGNATION
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Uiridns Channe)

VPRE Audid

Crgitul Carkeprenau

Lingina Chanriel
wlehcam in vitk
Qreanarium

Niegariail

Pottugal Interaet
Worll

weriNet:
WoxiNetGom
¢ dexifet Lino

1 chek for
Mazambigue

Clickin

DESCRIPYION

Portal dedicated to children with vanous channels adapted te youngsters (accessed through
the netc Portal).

The netc Portal faunches the Utilities channel that provides varied practical information
from the lottery numbers to health sarvice contacts.

The nete Partal begins to be auditea by /PRO, an American partner of Nielsen, with sta-
tistics about the number of visits and page views.

Resulting from a conscrtium between Telseel and AITEC, this programme is aimed at
Portuguese entrepreneurs with e-commerce projects, as well as companigs interested in
developing and consolidating their e-business strategy, providing them with a set of ser-
vices and financing.

Launch of the Cinema channel an the nete Portal containing infgrmation about films
coming soon and currently being shown, reviews and video.

Installation of a3 webcam in the otter tank at the Lisbon Oceanarium, visualised through
the netc Portal,

Free webmail service accessible tc any person, individually or in group, with a capacity
to support 1 million e-mail addressas. This project resulted from the co-operation betwe-
en the Ministry of Sctence and Technalogy (MCT), represented by the National Scientific
Computing Foundation (FCCN), Telacel and Sun Microsystems.

A et stand at Portugal Internet Werld. with several computers for navigation on the Internet;
specral mention for the Casquinha channel and the “Action on the Net” (Quake fourna-
ment) initiative.

Two new products for Internet access, belonging te the Nexis family of products that
Televel provides for the business market. NexiNet Cam (access through circuit switched
network) and NexiNet Line (access through dedicated network), NexiNet offers a private
domain, ailowing the possibility of various users and space for website hosting, being the
appropriate product for netwarks cannaction.

The “] click for Mozambique” campaign in the nete Portal aimed at raising money for the
Red Cross Mozambique aid fund.

Educational Portal from Porto Editora in partnership with netc; divided into 3 age groups
with entertainment and educational contents duly adapted te each age group.
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Tariffs

The arrwval of netc on Portugal’s Internet
marke! was a revolutionary event in
terms of innovatien and diversification
of the tariff plans that existed until that
moment.

The netc directo product was the first pay-
as-you-go preduct on the nationat market,
with extremely competitive access far-
iffs. The tariff of PTE 2.40 (EUR 0.01)
per minute of access at the launch was
reduced in the same month to PTE 2.20
per minute (EUR 0.C1). adjusting to after-
ations brought about in the tariffs of com-
peting operators, Telecel Customers,
simultaneously Customers of GSM and
netc were charged only PFTE 1.20 (EUR
0.01) for each minute of access.

With the launch of netc Iri in September

«Wlth the |aunCh Of netc fri 1999, Telees! was ance again innovative

€290 ON

in offering the first widespread free

l n S e pte m ber 1 9 9 9 internet access in Portugal. In the same

renth the netc directo tariffs wara also

Telecel was Once aga|n revised, falling to PTE 2.10 (EUR 0.01)

per minute, and PTE 1.00 (EUR .00}

' n novat ve | N Offerl ng per minute for Telecel GSM Customers
the first widespread
free l nternet aCCeSS Com products, wt.-ni‘ch include monthly

that were also netc Customers.
For the netc e tal, netc grups and NexiNet

access hours, additional tims is charged

l n Portugal » w_ith the same tariffs as for the netc

directn.

Spacial Plan for Telecel Customers

The nete Customers that are also Customers of the Telecel
GSM service can benefit from especially advantageous
conditions.

netc directo Customners are charged just PTE 1.00 (EUR
0.00) per minute of access, which amounts to a diss
count of ever 50% on accass tariffs.

nete grupo Customers are offered mare than 40 hours of
usage in the acquisition of the product, and NexiNet
Customers benefit from a 50% discount on additicnal ser-
vices (mail boxes, addresses). The www.company.pt pri-
vate domain is free for these Customers.

Management Discussinn «nd Anxiveic TRIECEL A icandes PeSsats T A 1GAN wiae =

NOLTINYH 7 NEELS EHITLI0N AGVETY 2201 1007 030 11




«Conscious of the
value of its current
GSM and Internet
Customer base,
Telecel focused its
fixed network strategy
on them, aiming to
create services that
integrate into and
complement its
current offer and,
simultaneously,

take advantage of all
existing Company
infrastructures,
resources

and processes.»

Telecel thus manages to respond to the needs and
demands of its Customers offering them the most advan-
tageeus conditions on the market:

Distribution Qutlets

Taking advantage of Telecel's vast sales netwerk organi-
sation, nete is able e enrich its distribution channels
through an extremely widespread gecgraphical structure.
A new distribution channe! of netc products was also
created for the general public: the informatics shops.

Equally prominent throughout the year was the distribu-
tion of nete products through the Portal, allowing on-line
activation without subscriptian casts for products aimed
at the residential segment.

Alsa notewerthy was the success of the sale of direct
advertising space in the nete Portal.

Telecel Fixed Telephane Service

In 1999 Telecel continued ta implement its strategy cf
becoming a global telecommunications operator,
through participation in August 1999 in a public ten-
der far the granting of Fixed Wireless Access aperator
licenses - where it was awarded a license to operate
on the 24.5 to 26.5 GHz waveband in Portugal - and
through the {aunch in January 2000 of its Indirect
Fixed Access service.

Conscious of the value of its current GSM and Internet
Customar base, Telacel focused its fixed netwark strate-
gy on them, aiming to create services that integrate into
and complement its current offer and, simultaneously,
wake advantage of all existing Company infrastructures,
resources and processes.

Maln indicators

The main Fixed Service indicaters during the first quar-
ter of 2000 were in line with Talecet forecasts, which took
into account a set of new telecommunications operators
that began their activity over this peried with strong
institutiona! advertising campaigns and free experi-
mental offers. Hence, it is still early to draw conclusions
with regard to the global value of this market and Telecel’s
share of it

The number of Indirect Access service Customners {toq and
NexiFix) op 31 March 2000 was 43,392,
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Telece) Network

Telacal made extensive use of its existing telecommuni-
cations infrastructure in Indirect Fixed Access, namely its
switching centres, transpertation network and poimts of
interconnection with other operators for traffic exchange.

With regard to Direct Fixed Access and as a result of the
granting of the aforementioned license, Telecel tegan an
impiementation pian of the respective infrastructure, hav-
ing signed contracts with two of the major suppiiers of this
type of technology — Alcatel and Lucent Technologies.
The commercral offer will begin in the second quarter of
2000 ang is particularly directed fowards the business
segment and fundamentally based on integrated and inng-
vative telecommunications services.

As & complement to this access network, another project
was alsc initiated designing and implementing the fibre
optic metropolitan networks in Lisbon and Oports, net-
works that will interconnect the switching centres of the
Teiecel network, the Fixed Wireless Access base stations
and some Customer's companies installations that need
a wide bandwidth,

Customer Support Service

The Fixed Network Customer Support Service is based
on structures and processes already in place in the
GSM and Internet areas, namely in terms of call cen-
tre, invoicing and collections. However, 2 new help
lina number was created for questions concerning the
fixed network to make it easier for Customers tc con-
tact Telecel.

Along these lines, the integrated GSM / Indirect Access
inveice was also iaunched.

Communication

With regard to Indirect Fixed Access, Telecal carried out
a segmented approach to the market, creating a brand
- tog - for the residential segment and integrating the
NexiFix "1091" service into its Nexis business offer, aimed
at companies. in both cases, the communication reward-
ed its current GSM and Internet Customers, running an
advertising campaign through multiple media channels
in arder to create brand awsreness and promoting mar-
keting activities to explain and present the features of
the service.

Tariifs

As 2 result of fargeting current
Customers, as mentioned above,
and the synergies cbtained with
the GSM and Internet areas.
Telecel defined a competitive
pricing policy that aims to pro-
vide for the long distance and
international communication
needs of these Customers, with-
out the necessity of relying on
another operator,

Hence, Talacel constantly aimed
te offer per minute rates equiva-
lent to the more aggressive com-
peting offers, being the first to
present in its NexIFix “1091"
business offer, calls to Spain at
the same price as national calls.
As such, the saveral tariffs pro-
posed by Telecs| enable its GSM
and netc Customers tc benefit
from the most compatitive offer
available on the Portuguese mar-
ket for Indirect Fixed Access.
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05. Information Systems

g
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The matn areas of focus for the Information Systems (1S)
in 1999 were: adaptation to new business areas and the
new National Numbering Plan; rearganisation of the area
itself in order to correspond more efficiently to business
needs; ensure the functionality of informatics applications
and infrastructures passing into the year 2000; increas-
ing the availability and reliability of the severai business
support central applications. :

With regard to the first area of focus, a new convergent
invoicing and support system was implemented for
Customers, aliowing response to new Company business-
es requirements, namely the Internet
and Indirect Access, as well as guar-
anteeing tha capacity to adapt to the lib-
eralisation of the Telecommunications
market. Furthermore, 2 new pra-paid
service management process was devel-
oped and several systems were adapt-
ed to the new Naticnal Numbering Plan.
An innovative Call Cenfre system was
also implemented with the aim of
enabling an improved level of Customer
support for Telecel Customers.

in terms of reorganisation of the IS
area, specific departments were created for the devels
cpment and support of new systems, more eificient sup-
port mechanisms for users were introduced and several
monitaring, control and trouble reporting toois on infor-
mation systems and Company voice and data networks
were installed.,

With respect to the transition to the year 2000, al!
Company applications and systems were tested to iden-
tity potential problems and all software and hardware
components not complying with the specifications defined
for functioning in the year 2000 were corrected, adapt-
ed or replaced.

Finally, an effort was made to increase the availability and
reliability of the central information systems, through
the consolidation of diverse systems in high throughput
environments and the construction of new data process-
ing centres in Lisbon and Oporto. This measure guaran-
teed the capacity for growth needed for the development
of the business, supported in duly dimensicned infra-
structures and disaster recovery mechanisms, funda-
mental for the operation of the Company in the event of
unforeseen incidents.

‘53 report and accounts TELECEL Comunicaghes Pessoals, 5 A 1995 Managemant Discussion and Analysis

BRI

£290 0N

NOJTINVE % NIELS €31T1009 AEVET)

£

100¢ 230 1]




o a’f_‘"lutu;-l'."i.“.i’e.‘; A o 7 et s/ A A, SN

06. The Euro
and the Year 2000

The Year 2000

In 1997 Telecel began its exhaustive approach of the con-
sequences of the “Year 2000 bug”. in order ta ensure the
continuance of the high quality service that its Customers
are used to, it brought together a multidiscipiine work.
ing group, which, with the assistance of a tearn of exter-
nal consultants and in collabaration with all areas of the
Company, had the responsibility of guaranteeing the non-
interruption of operaticns on the Year 2000 transition.
The plan of activities established included, in addition
to the successfully simulated transiticn o the Year 2000
that took place in July 1999 in the Azores, the defini-
tion of specific contingency plans for the different sys-
tems, equipments and products of the Company.

Telecel spent around PTE 650 million (EUR 3.2 million)
to solve the Year 2000 informatics problem. This amount
inclyded, besides the assessment, correction and test-
ing activities, an important improvement in Cempany
infrastructures, namely through the upgrading and capac-
ity increasing of several systams and equipments.

Having successfully completed the Yesr 2000 compliance

programme, Telecel announced on 27 December 1959

that it expected no alterations in the functioning of its

systems brought about by the transition to the Year 2000.

And indeed it was confirmed that the Telecel mobile
phone and nternet services
functioned acrmally during
the transition to the Year

© 2000, the only difficulties
recorded being caused by
the usual extremely high
amount of traific occurring
on New Year’s Eve.

With the 28 February 2000
date alsq overcome with-
out any problems registered
in the Company’s systems,
,eguipment and products
and having confirmed the
non-existence of any later
problem, the project was
closed on 31 March 2000,

Euro

|n order fo prepare Telecel for the introduction of the Euro,
a working group was formed at the beginning of 1998 with
representatives from each department and a full time
Project Manager, under the supervision cof the Chief
Financial Officer.

The conversion strategy defined has the following four
phases:

» First phase (November 1998): Telecel invaicing was
issued in Escudos, with the totals also presented in
Curgs, based on an approximate convarsion rate, This
phase had the aim of increasing our Customers’ per-
ception of the Euro;

« Second phase (February 1999): Telecel gained the
capacity 1o process all commercial transactions beth
in Escudos and Euros. The Escudo will continue to
be the functional denomination of tne Company
until 2001;

* Third phase (2001): Telazel will adopt the Euro; from
this moment onwards the Eurg will be the functicnal
denomination of the Company, the Escudo being used
only for indicative purpeses and as an alternative cur-
rency in terms of Customer payments;

« Fourth phase (July 2002): Telecel will use only the
Euro, abandoning the Escudo both as an alternative
currency and for indicative purposes.

The cost incurred on the first twe phases was approx-
imately PTE 120 million (EUR 0.8 million), includ-
ing software alterations, training and communication
campaigns.

The second phase began in February 1999, enabling
Telecel to denominate, account, charge and pay all
transactions in the two currencies. The invoices con-
tinue to be issued in Escudos, with simuitaneous
denomination in Euros at the conversion rate set by the
EU. The Eurg will be adopted as the accounting and
information curreacy in 2001, which means that from
this date onwards the Company will communicate and
carmry out all ransactions with Custocmers, suppliers
and public bodies in Euros, Receipts, invoices and
other documents will maintain simultaneous presen-
tation of information in Euros and Escudos until the end
of the third phase.
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07. Human Resources

.

Global activity in the area of Human Rescurces saw a
strong growth pace of the total number of Employees,
which translated into an increase of 34.8% in compari-
son ta 1928.

This growth was particularly concentrated in the
Engineering, Commercial, Marketing and Customer
Support Service areas, owing not only to the lsunch of
new services, but also the reorganisation of the Company
into Business Units, which took place in the second quar-
ter of 1999,

Alongside the intense recruitment drive, translating into
a total of 876 admissions, monthly development actions

31 Dec. 1997

Tota! Employaes 878

31 Dec. 1398 31 Dec. 1998 31 Mar. 2000

1,223 1,657 1,649

also took place for the integration and accammedation
of new Employees.

Telacsl staff maintained an average age of 29.6 years, with
the following distribution:

Breakdown of Employees by Age on 31 March 2000

From 30 to 34 21% N

From 35 g 39 7%

From a0 to d¢ 4%

More than 45 A%

From L8 2¢ 19%

firom 25 w0 38 465

Soures: Company Rspores

Continuing with its policy of continued updating and
development of its Employees knowledge and skills,
investment in professional training (technical, behav-
joural and management) reached around PTE 450 mil-
lion (EUR 2.24 million), accounting for 3.4% of staff
expenses and reaching a total of 1,378 Employees from
all functional areas of the Company.

Taking into account the importance of maintaining 2
competitive wage and benefit structure in order to attract
and retain the best personnel, significant improvements
were introduced te the fringe benefits package and in the
second quarter of 1999, a stock options plan was imple-
mented for senior personnel,
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08. Review of the Accounts

Evolution of Revenues

Total operating revenues in 1999 reached PTE 173.2 bil-
lion (EUR 863.9 million), which was an increase of
42.4% compared ta the PTE 121.6 billion (EUR 606.5
millien) recorded in 1998, Excluding the contribution of
the quarter of January to March 2000 this increase would
have been 11.5%

Of the total operating revenues, PTE 156.5 biltien
(EUR 780.6 million) comes from services provided

Total Operating Revenues and Service Revenues

FTE Beilion/
JEUR Mitiion

200

and PTE 16.7 billion (EUR 83.3 million) comes from
the sale of aguipment and accessaries. in relation to
1998 these values represent a growth of 44.4% and
25.6% respectively. Excluding the contribution of the
quarter ended 31 March 2000, these increases would
be 13.2% and 0.8%.

The evolution of the Service Revenuas reflects on the
one hand the growth in the Customer base and on the
ather the reduction by approximately 23% in the aver-
age service revenue per Customer, as already analysed
in this report.

As for the Equipment Sales, the growth reflects the increase
in the number of units soid, but with a iower average price
in comparison to 1998.
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173.2
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* The year 1395 refers tn the 1S-month perlod from ( Janusry 1359 a 33 MArTh 200D (see chapter IV.6. Alkeration of the
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g Year).
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@~ Toral Operating Ravenues

N Serviees Revgnues

Soureel Company Rapors

Evolution of Costs

Operating expenses, which include all costs apart from
financing and extraordinary costs, totalled PTE 138.4
bitlion {(EUR £30.3 millien} in 1999, which reprasants
an increase of 48.5% in relation to the PTE 93.2 bil-
lion (EUR 464,9 millien) in 1998, Excluding the con-
tribution of the quarter of January to March 2000, total
operating costs increased approximately 18.1%.
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The proportion in relation to the total gperating rev-
enues increased to 79.9% in relation to the 76.6%
recorded in the previous year, reflecting the growth in
depreciation expenses and total Customers’ acquisition
and retention costs as wsll as the development costs of
new Company businesses.

The evolution of the different components ¢f operating
costs was the following:

Inmtarconnection Costs, which include leased lines and
access to other telecommunications operators’ networks
totalled PTE 28.4 billion (EUR 141.7 million), 2 growth
of 60.5% in comparison to 1998. Excluding the can-
tribution of the quarter of January to March 2000 this
growth was 26.0%. The proportion in relation to total
operating revenues rose to 16.4% from 14.6% in the
previous year, reflecting the interconnection costs relat-
ed to new Company businesses and the strong growth
in the number of circuits to cope with the expansion of

Telecel GSM and IP networks, despite the improve-
ments obtaired in the Prices Convention negotiated
during the year,

The Cost of Equipment and Aecessories Sold, which
includes, not only the cost of equipmant sold, but also
the costs related to the activation package and the respec-
tive SIM card, totallea PTE 30.5 biltion (EUR 152.1
million), representing an increase of 15,1% in compar-
ison to 1998, Excluding the contribution of the quarter
of January ta March 2000 this cost item fell approzimately
1.1% in relation to the previous year. The proportion of
this caption expressed as a percentage of total operating
revenues fell from 21.8% in the previous year 1o 17.6%,
reflecting the reduction of around 12% of the average cost
price of equipment zlthough tha number of units sold
increased around 9%.

Selling, General and Administrative Expenses were PTE
43.8 biilion (EUR 218.5 million), an increase of 69.8%

Total Operating Expenses and Proportion of Operating Revenues

PTE Bllilon/
{EUR Miltion
190 160%
120 140%
200 120%
100%
80%
- 60%
= 40%
@ 20% =a- Operating Costs
< it - Proportion of Operating

1993 199e 2055 1956 1957 1958

1999 Revenues

' The year 1999 refers (9 the {5-month periad from | Januacy (999 Lo 31 March 2000 (soe chppter

(.6, Alteratian of tne Financlat and Reparting Tesr);

« The Anendat Informaron gresantad In €uros Is based on the fined canversion rare of PTE 200.482 to

EUR | {fee Iv,5, Noctes on the financial informatian presented I Buros),

Source: Company Regors

in relation to 1998, which becomes 33.7% excluding
the contribution of the guarter of January to March
2000. The proportion of this cost item in relation to
total operating revenuss rose fram 21.2% to 25.3%,
reflecting namely the expenses inherent to the devel-
apment of new Company businesses and the growth of
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total Customers’ acquisition and retention costs, network
maintenance and repair expenses and costs with infor-
mation systems and consultants services.

Wages and Salaries totalled PTE 13.2 billion (EUR 65.8
million), which represented an increase of 73.7% in
comparison te the previous year, which becomes 30.3%
excluding the contribution of the quarter of lanuary to
March 2000, The proportion of this cast item expressed

. as a percentage of total operating revenues grew fram

£.3% in 1998 to 7.6% in 1999, as a result mainly of
the increase in the number of Employees (34.8%) and
costs incurred with thejr protessional training.

Depreciatien and Amortisation totalled approximately PTE
21.3 billion (EUR 106.2 million}, 2 grawth of 70.4% in
comparison with the PTE 12.5 billion (EUR 62.3 million)
recorded in the previous year. Excluding the contribution
of the quarter of January to March 2000, there was an
increase of 33.6% in comparison to 1988, The proper-
tion of Depreciation and Amortisation expressed as a
percentage of total cperating revenues rase from 10.3%
10 12.3%, reflecting the continued investment effort of
the Company in the developmaent of ifs infrastructures.

Operating Cash Flow and Margin on Adjusted Service Revenues*

PTE Blilion/
/EUR Milltion

€0

J9.3% q0.4% 39.8%

56.1 50%
74X

40%
23,12.99

30%

1994 1995 1996 1997 198

20%

10%

2%

1999

* TeisqommuURIZatonS Cervice revenuas jess intarcenmection cosis of Incoming teMic;

= The yad7 1599 safera o the 15-month ganed fom ! January 1559 to 31 March 2000 (4ae cRapter
V.6, Azeradan of the Fmancial and Reporing Yaear):

= The financie! Information pregented in Euros is based on the fiwed convapsion rat of PTE 200.482 ta

EUR. 1 (zee chapter [V.5, Notes on tha financlal (nfarmption presentd In ured).

Rt 4 A Mt i o 4

Soures; Company Rapars

The value of Provisions set aside in 1999 was PTE 1.2
billion (EUR 6.0 million), which was a drap of 61.3% in
comparison to the value constituted in 1998. Excluding
the contribution of the quarter ended 31 March 2000
Provisions fell by 8C.6% in comparisen to the previous
year. The lower provisioned value in 1999 can be
explained by the reduction of the stock options provision
and the lower annual provision for bad debt. The |atter
decreased its proportion of total cperating revenues from
1.4% in 1998 to 0.7% in 1999, refiecting the improve-
ments made in this area, namely with pre-paid products.

Results

The operating cash flow (E8iTDA) generated in 1999
amounted tc PTE 56.1 biltion (EUR 279.8 million), an
increase of 36.8% over the PTE £1.0 billion (EUR 204.5
million) recorded in 1998, having the quarter of January
to March 2000 contributed with PTE 13.4 biltion (EUR
66.8 million) to this ictal.

The margin in relation to total adjusted service rev-
enues (revenyes from telecommunications services less
interconnection costs of in-
coming traffic) fell from
35.8% in 1988 t0 37.6% in
1699, as a result mainly of
the reduction in tariffs, the
increase in total Customers'
acquisition and retention
costs and the development
costs of the new businesses
{Internet access service and
portal, Indirect Fixed Access
and convergent fixed-motile
services far companies).

=8 Operating Cash Flow

- Margin on Adjusted
Service Revenuad

Telecel's GSM business oper-
ating cash flow in 1999 rose
to PTE 57.8 billion (EUR
288.3 million) while the
EBITDA of the new Company
businesses showed 2 loss of

15/11
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PTE 1.7 billion (EUR 8.5
miliion) for the pericd,

Non-operating Income (financing and extraordinary) in
1999 amounted to a loss of PTE 1.8 billion (EUR 8,0
million), a decrease of PTE 1.8 biilion (EUR 2.0 million)
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compared to a profit of PTE Q.2 biltion (EUR 1.0 million)
obtained in 1998. Excluding the cantribution of the quar-
ter of January to March 2000, this decraase amounted
to PTE 1.2 billion (EUR 6.0 million). This reduction is
mainly the result of extraordinary profit with regard to
deferred taxes registered in 1998, which amounted to PTE
1.3 bitlien (EUR 6.5 million}.

Pre-tax Income registered in 1999 showed a profit of
PTE 32.3 billien {EUR 161.1 million), an increase of
12.2% In comparison 1o the PTE 28.8 billion (EUR
143.7 mitlion) recorded in 1998, which amountad to a
margin tn relation to total operating revenues of 18.6%.
The contribution of tha quarter of January to March
2000 to the result obtained in 1999 was PTE 7.7 bil-
lien (EUR 38.4 million).

Income Tax Provislon was calcuiated at PTE 12.1 bil-
lion (EUR 60.4 millien), an increase of 28.7% in
comparison to the PTE 9.4 billion (EUR 46.2 mil-
lion) in 1898, the quartar of January to March 2000
having contributed with PTE 2.9 biltion (EUR 14.5 mil-
lion) to the total provisien in 1998. The effective
incomne tax rate rose from 32.7% to 37.3%, due, on

the one hand, to the lower tax value reported in 1999
in rafation {o the accumulated losses of Telechamaada
from 1993 to 1997, to the lower value deferred to
subsequent years of the tax calculated on Company's
provisions and, on the other hand, to the tax rebata on
previously incurred costs that only this year became
deductible ailied to the reduction of the nominal
income tax rate fram 37.4% to 35.2% recently decid-
ed by the Portuguese Government and backdated o 1
January 2000.

Net Income thus amounted te PTE 20.3- billion (ELR
101.3 million), equivalent to PTE 94.3 (EUR 0.47) per
share, which represents a growth of 4.6% compared to
the PTE 19.4 billion (EUR 96.8 million} recorded in
1888 (PTE 80.1 per share or EUR 0.45). The contribu-
tion of the quarter ended 31 March 2000 to the net
annual resuit of the Company amounted to PTE 4.8 bil-
lion {EUR 23.9 million). In terms of margin in relation {o
total operating revenues, there was a reduction to 1 1.7%
from the 16.0% obtained in 1998 that reflects the
increase in depreciation and 2 higher tax bill in compar-
ison to the previous year, as well as the development
costs of the new Telece! businesses.

Net Income

PTE Billlgn/
JEUR Milifon

24

20

18

12,

-8 2.0 (14.0)

(29.9)

» The year 1999 rafers to the 15-month ganrod h'om J Junusry 15999 to 31 march 2000 (see chapoer

Iv.6. Aeracian of the Financis! 206 Raporting Yea
1 The infarmation o
8UR 1 (see chapber (V.5 Notes 0@ the Nnancial infermation prasantad in Eured).

SR e s

In Eured Is based on the (Ixed comversion rate of PTE 200,982 o

Source: Cormoany Reports
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09. Investment Policy

In 1999 Telecel continued its policy of heavy investment
in the cellular network. namely reinforcing its coverage
and capacity in order to maintain the high guality of sar-
vice that its Customers are used to. The launch into
new business areas made throughout the year, and the
internet area in particular, demanded an additional dri-
ve in terms of investment.

At the end of 1999 the cumulative investment in fixed
assats reached PTE 149.5 billion (EUR 745.7 miltion},
having 1989 annual investment amounted toc PTE 46.8
billien (EUR 232.4 million), The contribution of the
quarter of January to March 2000 to the annual invest-
ment of the Company was PTE 11.5 billion (EUR 57.6
million).

Out of the total amount invested in the year, PTE 42.1
billion (EUR 210.0 million) was spent cn Telecel's mobile
business, of which PTE 31,8 billion (EUR 158.6 mil-
lion) were spant on the develapment of the GSM network,
The remaining PTE 4.5 billion (EUR 22.4 million) were
invested in the development of the new Company busi-
nesses: Internet (ISP and portal), Indirect Fixed Access
and Direct Access.

Annual Capital Expenditures

PTE alliion/
JEUR Mitlion

e

40

A0

ris]

1983 1994 1995 1996 1997 1998  159%

» Tha yair (999 refars to the 15-monch perod from | January 1595 to 11 Maren

1000 (vow chaprer V.7 mration gf the Finsnelal and Reparting Yesr);

» The financial informatic  presented In Eurag 15 Dared on the Mxed convarsien race

of PTE 200.4B2 to EUR 1 {see chapter [V,5, Netes an the Ninancis! information pre-
sentad In &uras).

Saurco: Company Repors
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10. Financing Policy
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On 31 March 2000 Telecel's Interest-bearing Liabilities
stood at PTE 27.4 billien (EUR 136.7 million), which
compares to PTE 18,0 billion (EUR 89.8 million)on 31
December 1898, The increased need for financing in
1999 arose essentially frorn the maintaining of the strong
invastment palicy, in order to provide Custamers with a
high quality service,

At the end of March 2000 the Company's Liabilities rep-
resented approximately 5% of its Assets, reflecting the
balance between internal and external financing sources,
maintaining the Company's Net Interest-bearing Debt in
relation 1o the Stock Market Capitalisation at very low lev-
els (about 3%).

integrated into the financing policy of its major
Shareholder, the Company began in April 1999 with
AirTouch, the consolidation of its indebtedness within the
Group, later guaranteed by Yodafone AirTouch. As such,
on 31 March 2000, Telecel's Interest-bearing Liabilities
were made up of Shareholder loans amounting to a total
value of EUR 105.0 millian (PFTE 21.1 billion) and PTE
6.4 billion (EUR 31.9 million} of short term financing
(bank overdrafis). As 3 consequence of the aforemantioned
policy, the Company paid off, during the year under analy-
sis, both the final bond loan (1994 A Serjes) of PTE 2.5
billion (EUR 12.% million), and the Commercial Paper
issues with an overal) value of PTE 5,0 biltion (EUR 24.9
million) that were outsianding at the end of 1998.

Interest-bearing Liabilities

PTE 8llllen/
{EUR Milltan

3¢ 27.4
23
20

1993 1994 1535 1936 1997 1998  19%9

= The fnancial information presentay in Euras (s boyed on the fixed conversion
thte of PTE 200,482 te EUR 1 (1ew (V5. Nibtes on thw financlal information
prezenced In tured),
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11.CMVM (Securities Exchange
Commission)
Recommendations
concerning the Governing
of Companies Listed
on the Stock Market

16/81
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This chapter outlines the statement from the Management
Board of Telecel - ComunicagGes Pessoais, S.A. with
regard to the CMVM recommendations concerning the gov-
erning of companies listed on the stock market,

1 - Disclosure of information

1. Division of tasks amang the Company's decision making
personnel

Telecel adopted, from the point of view of its internal
organisation, a model confaining two Company Bodies -
the Management Board and the Genera! Council,

The adoption af this model guarantees the participation
of Sharehalders in questions concerning the tasks admin-
istered by the General Council. In effect, under the terms
of article 12 of the Company
Statutes, this Campany Body
consists of a total of seven
members, which must be
Telecel Shareholders with the
right to vote.

Amongst the various tasks
under the charge of the
General Council, especially
noteworthy owing te its impor-
tance is the monitoring of the
activity of the Management
Baard, the capacity t6 pro-
mote and convene General
Assemblies and the approva)l
of the Report and Accounts
drawn up by the Management

T T M Y Beard (article 13).

The Management Board itself must carry out the man-
agement of the Company businesses, and as such, under-
take the strategic options cf the Company. The
Mznagement Board is als0 responsible for representing
the Company, as well as deciding on the acquisition,
charging or transfer of any Company goods, However,
certain acts that the Management proposes to underake
must receive prior consen{ from the General Council,
particularly the purchase, sale or subscription of shares
in other companies, the approval of annuai activity and
budget plans, the contracting of lcans that exceed the
amount fixed by the General Council, in addition to the
undertaking of profits advances to Shareholders.
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2. Functions of the members of tha Administrative Bodies and
positicns held in other companies

The functions performed by Management Board members
of Telecel are dictated by the group of tasks to which they
are entrusted by the Stafutes and by corporate laws.

The current members of the Telecel Management Board
whase identification is outlined in chapter 1.8 of the
Repart and Accounts and who on this date hold positions
in other companias are the following:

Anténio Rui de Lacerda Carrapatoso (Ghairman):
Non-executive member of the Board of Directors of the
mobile operator Airtel (Spain);

Non-executive member of the Board of Directors of the
mobile operator Europolitan {Sweden).

3. Performance of shares on the Stock Market
The perfarmance of Telecel shares on the Stock Market
during 1395 1s shown by the following graph:

Telecel Share Price Evolution (1 January 1999 - 31 March 2000)
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= The year 1999 refers (¢ the 15-monmh period from 1 Janusry 1999 to 31 march 2000 (e chapter IV.E. Aleration of tho Financlas ana Reporting Year)!
= The financinl infarmation praganted In Eurcd Ij haskd on INa Axed conversian rate of PTE 200.482 o EUR L {see chapter IV.5. Notes an the financial lntermacien

presented In EJros);

s The movernent of Cumpu'\v snares shown on the graph above taken into sctount - backdsted to the beginning of 1999 - the due adjustment resultiag from the stock
#pIit from 10 to 1 undertaken an 19 November 18593

It is pointed out that during the refafred period Telecal
did nct carry out any share capital increase - apart from
the increase to EUR 107,500,000, through incorpora-
tion of reserves far the purpose of rectification owing to
{ts re-denomination (nto euros. undertaken in the second
semester of 1999 - nor did it issue any securities liable
to lead to a “sociality position” in the Company.
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Chapter 1,7 of the Report and Accounts outlines the per-
formance of Telecel shares on the Stock Market since 9
December 1996 to 31 March 2000,

4. Dividend d!stribution policy
Since 1997 Telecel has been distributing divigends to its
Shareholders.

It is pointed cut however, that undar the terms established
in article 20 of its Statutes, the General Assembly of
Telece!l can by simple majority decide to distribute less
than half of the net profits gained in any financia! year,

5. Extarnal agreements with regard to the exareising of
GCompany rights or the transferabillty of shares

Talecel has ne knowledge on this date of the existence
of any external agreements drawn up by its Sharehslders
with regard to their shares,

The Telecel Statutes do not impose any statutory limita-
tion on the transfer of shares.

6. Use gf new infarmaticn technoiogy in the dizclosure of
financial Information and preparatory documents for General
Assembly meetings.

From August 1599 Teiscsl has provided financial infor-
mation abgut the Company on its homepage (www.tele-
cel.pt).

Telecel will in the course of 2000 provide a bilingual insti-
tutional area on its site in Portuguese and English, includ-
ing press releases that in genera! contain information
about relevant facts and increasingly about the conven-
ing of General Assemblies.

4
A
,,

7. Suppon suite for the investor

With regard to support for the invester, Telecel's "Corporate
Communications and Investor Relations” has the func-
tion of offering aid to investors.

This department is run by Ms. Paula Pate and Ms. Ana
Catarina Braga under the guidance of the execu-
tive responsible for relations with the market and
with the CMVM (Ms. Lujsa Pestana). Investors may
request information or present comeplaints by telephone
{+351.91.378.5508 / +351.21.722.55089), letter
(Centro Empresarial Torres de Lisboa, Rua Tomés da
Fonseca Torre A, 15° C, 1648-032 Lisboa) or e-mail
(press@tetecal.pt). 1t is Telecal policy to respond te all
queries as quickly as possible.

IT - Exercising the right to vote and
representation of the Shareholders

8. Exerclsing the right tg vote

Under the terms of article 7 of the Telecel Statules,
Sharaholders can take part in the General Assemblies
with the right to vete provided that they have at least
10 shares, '

Article B of the Telecs! Statutes allows voluntary repre-
sentation in General Assembly meetings. In the case of
indiviguals, he/sha may be reprasented by another
Shareholder, any member of the Management Board or
other person that corporate faw permits. Under the terms
of the same norm, the instruments of voluntary repre-
sentation -must be addressed to the chairman of the
General Assémbly Board and delivered to the Company
at teast thrae days in advance of the date
of the meating.

The Telecel statutes do not contain rules
that allow for the possibility of using the
"“vote by correspondence”, Nenetheless,
and taking into account the imperative
character of articie 22, no. 1 of the
“Securities Code”, Talacel Shareholders
can, from 1 March this year, also vote by
correspondence. Telecel is currently
studying the best way in which to enable
this passibility in legal terms, namaly
with respect to the manner in which the
vote can be exercised and the deadline
for its recaption.
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9, Perfecting of procedures connected to represantation
requests '

It has been Talscel practice o include in the convening
of the General Assembly meeting, indication with regard
to the terms and conditions concerning participation of
the Shareholders in these meetings.

Telecel will include in the convening of the General
Assembly meetings the possibility and the terms under
which its Sharehalders can axercise their vote by corre-
spondence as estabilished in article 22, no. 3 of the
“Securities Code”.

I1I - Corporate regulations

10. Measures adopted to prevent the success of public
takeover bids

It is not the intention of the Company to create mecha-
nisms that lead to premeditated erosion of the Campany
assets in the event of a takeover or change in the com-
position of the Mansgement Bedy, with a view to pre-
venting the frea transferability of shares.

IV - Structure and functioning
of the Management Body

11. Plurality in ths campegition of the Management 8ady
Telecel Management Board met on a regular basis through-
out 1999 with the aim of guaranteeing the effective con-
trol of the management of the Company. The General
Council, charged with monitoring the activity of the
Maznagament Board met periodically over the same year
under the terms cof the Law and the Statutes.

Experience has shown that the number of members that
make up the aforementioned Bodies is adequate for the
carrying out of their tasks. Currently the Management
Board is made up of 5 members and the General Council
of 7 members.

12. Balance on the Exécutive Commission betwean the Board
Members connected to the major Shareholdars and the inde-
pendent Board Members

Not applicable giventhat the intarnal structure of Telecel
does not encompass an executive commission.

Nonetheless, it should be mentioned that Teiscel General
Councii must be necessarily composed of Company

Sharehqlders and that its Management Board can con-
sist of parsons that do not hold Company's stocks. This
condition establisnes a balance of forces within Telecel
that has proven to be suitable in what concerns to the
appropriate Comnpany management.

13, Creation of internal contral commissions (ar material that
may giva risa ta potantial conflicts of interest, protessional
confidentiality and diligence in the running of the Company
The regulations outlined in the Commercial Companies
Cede and the Securities Code 1mpose special duties on
membars of the Management Bedias with regard to con-
flicts of interast, obligation to confidentiality and diligence
in the running of Company affairs, I{ has been a concern
of Telecel {o inform its senjor personne| about the impor-
tance of controlling all situations that are liable to vio-
late any of the aforementioned duties.

No conflicts of interest have arisen at Telecel to justify
the adoption of internal control commissions. However,
Tetecel does not reject their creation when they prove to
be necessary o guarantee heslthy, prudent and trans.
parent management af the Company.

On this matter, reference must alsc be made to the exis-
tence of a menitoring commission whese function is fo
monitor the activity of the Management Board as outlined
in stipulation no. 2 of article 344 of the Commergial
Companies Code.

o 0 S ")',, .
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12. Distribution of Results

13, Future Outlook

The high leve! of competitiveness that has been a fea-
ture of Portugal's cellular communications market, since
Talecel began operating af the end of 1992, became par-
ticularly intense in 1999, transiating into a high level of
growth that made Portugal one of the first countries in
the world in which the penetration rate of the cellular
service exceeded thal of the fixed telephone service,

This level of competitiveness was equally fierce i1n the
Internet and Indirect Fixed Access areas, with the

appearance of & considarable number of new operators
on the market,

Nevertheless, the total number of Customers is forecast
to continue to increase, both with regard to the cellu-
lar service and the new areas of the Telecommunications

19/61
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Taking into account the plen of activities for 2000, the
investment needed for the introduction of UMTS technols
ogy and the recommendations of the General Council, the
Management Board proposes that the net income gathered
for 1899, amounting to a profit of PTE 20.3 billien (EUR
101.3 militon), be applied in the following manner:

Reinforcement of the Legal Reserve: 5% of net rasults,
equivalent ta PTE 1.0 billion (EUR 5.0 million);

Free Reservas: the remaining PTE 19.3 billion (EUR
96.3 million).

This propesal only applies ta the 1999 results and there-
fore will Be recansidered on an annug! basis.

market, namely data and the Internat. Owing to the
cantinuing evolution of mcbile technology, it will be
possible to provide new data and video services, in
addition to the voice service that prevalls today. It is fare-
cast that within five years between 20% and 40% of
mobile revenue will come from data services and the
Intarnat. These services will be supported by stan-
dardised access prolocols, such as WAP, and by the
svolution of the second generation of GSM, with GPRS,
that will enable a more efficient and faster transmission
of data through packages. The later introduction of
UMTS, which intends to confirm itself as the global
standard on a world lavel, will create new and more
impaortant potential in this area.

Talecel is parficularly well placed and equipped to take
advantage of these new opportunities affgrded by the
market and the technological evoiution. The Company
is set on leading the mebile data reyoiution in Portugal,
as shown by its pigneering of the WAP service in
Portugal, and shortly by the introduction of GPRS tech.
nology on its cellular network. Convinced that content
has a fundamentsl role to piay in the convergence
between maobile communications and the ‘Internel.
Telecel intends to create an autonomous content design
ang production eompany for horizontal and vertical por-
tals cn the web.

Next year Telecel will also look o strengthen its global
offer of services through the co-operation established
with Oni and maintain its investment drive in the con-

Managenient Biucussion and Anolysis TELECEL Cumumicingus Pussusis, S.A 1999 repor and accounts 66

NOJTINVH ¢ NEELS §31TL109 AdVET)

LOiT 1002 D30 T




struction of alternative telecommunications infrastruc-
tures, namely through the agreement sealed with Oni
and Brisa.

In 2000 Teleeed will aim to continue to increase its cellu-
lar Customer base and expand its offers in the Indirect Fixed
Access, Direct Access and Internet (access and content)
areas increasingly satisfying the global communication
needs of its Custamers. The Company will continue over
the coming year ta present innovative sewices directed
towards an increasingly demanding market, whether deal-
ing with fixed, mobile or convergent communications,

Given the new business areas that the Company has
maoved into, together with the rainforcement of the cov-
erage and quality and the introduction of new function-
alities on the cellular network, it i forecast that the total
capital expenditures in 2000 will te higher than the
investment made in the last twelve months of 19989,

In 2000 the Telecel Management Board and alt of the
Company's Empioyees will continue to use their full
potential and give their greatest effert in order to ensure
a positive evalution in revenues, cash flow and net income
of the Company,

14. Closing Remarks

Telecel is an international benchmark in the cellular
business area and one of the most important natianal
companies in the Telecommunications Sector. In terms
of service revenues, i is the second largest telecom-
munications operator and the largest mobile operator in

Portugal. It is one of the largest, most profitable and pres-
tigious Portuguese companies.

In knowing how to develop the necassary skills to occu-
py the ieading position in the mobile communications
market and approach new adjacent areas in an intelligent
manner, the Company is well prepared and positioned to
face the challenges and profit from the opportunities
afforded by the technelogical evoiution, Telecel is set on
continuing to be one of the main driving forces behind
the development of the market and contributing to the
economic development of Portugal.

15, Acknowledgements

During 1999 as in previous years, Telecel continued tc
consolidate its skills and undergo & favourable evolu-
tion. We would like to close by showing our gratitude
to the following:

Qur Customers, who aid us constantly with their criti-
¢cisms and suggestions and whose ngeds wa always try to
satisfy in the best manner possible.

Our Employeas, given that everything that we have
achieved up ta now is the direct result of their effort: with-
qut them it would not have been possibie o create and
develop cne of the most dynamic Portuguese compa-
nies, with a considerable dimension and profitability,
abie to offer a quality service to the public.

Qur Distributors and Suppliers, who have been our fun-
damentat partners in such an ambitious project.

" Qur Sharehoiders, who have constantly given all the sup-

pert and guidance needed and with whom we hope %6 con-
tinue to merit their full confidence.

The Public and Governmental Bodies, which were open fo
diaiogue with our Company and locked tc understand
our problems and expectations.

Finally a special mention of gratitude for the members
of our Corporate Bodies: the Genaral Council, the CHicial
and (ndependent Auditors and the.General Assemty oard.

Lisbon, 24 May 2000

THE MANAGEMENT BOARD

Anténio Rui de Lacerda Carrapatoso (Chairman)
Ant6nio Manuel da Costa Coimbra

Anténic Vaz Branco

lan Thamas Johnson

Nuno J. F. S. de Cliveira Silvéric Marques
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01.General Council Activity
Report - 1999

To the Shareholders of Talecel
- Comunicagdes Pessoats, S.A.,

Under the terms of the Law and the Statutes, the General
Council met periodically during 1999 with a view to
accomnpanying and monitoring the activity of the
Management Baard and of the Company in general,

in March 1999, the Council approved the Management
Board's Report and the Accounts with regard to the 1998
financial year, which together with the 1998 General
Councti Activity Report, was subsequantly submitted for
appreciation of the General Assembly and duly approved.
On the same date, the Council also approved the praposal
to alter the statutes of the Company, which included the
re-denomination of the share capital inte eures and the
division Dy ten of the shares nominai value, an alteration
that was also submitted for appreciation of the General
Assembly and duly approved.

in Aprii 1999. the Cauncil approved the cradit line pro-
posed by AirTouch Cammunications under the condi-
1ions presented, with the Company initialising the tinanc-
ing with its major Shareholder.

In July 1898, the Council approved the proposal to rein-
force the Investment Budget for the year, aimed at increass
ing the coverage and quality of the Company network, tak-
ing intc acceunt the scarcity of dual teiephones on the
market and the introduction of new functionatities. On
the same date, the Council approved the convening of a
General Assembly of Shareholders for the month of
September, n order o get agproval for the alteration of
the Company's tax year to run fram April to March, in order
to coincide with the financial and reporting year of its
major Shareholder Vodafone AirTouch. This alteration was
subsequently approved at the General Assembly held in
September 1999,

in a meeting held 1n September 1999, the Counci!
expressed its gratitude 1o Mr. Thomas Krebs for his valu-
able support whilst a member of the General Cauncil, and
welcomed the new member Mr, Michaal Pitt, appracial-
ing his impaortant contribution to the performance of the
Council's duties.

in December 1599, the Caunc) approved the Budget and
Plan of Activities for 2000.

{n Fabruary 2000, the Council also exprassed its recog-
nition ta Mr. Roberto Cameiro for his uneguivocal sups
port whilst 2 member of the General Council of the
Cempany.

The Repart and Accounts with regard to the financmal
year of 1999 was approved by the Councif, which, tak-
ing into account the needs of the Compary and the
plan of activities for 2000, recommended 1o the
Management Board that it deliberate on the non-gis-
tribution of dividends.

The Council congratulates the excellent performance and
dynamism maintained by the Company, and respective

. Management Board, in 1999, confirmed both by the

increase in its revenues, Customer base and quality of the
services rendered, and the successful expansion and
widening of its activity achieved through the consclidas
tion of its internal skills.

Lisbon, 25 May 2000

The General Councit

Indepengdent Accountant's Oplnion ang Other Legal Notlees TELECEL Comunmicagies Passams, 5.4 1999 repore and accounts 70

NOLTINYH 9 NEZLS gHTTLL0) AEYETD

0¢ 1

o e/e7 4 £790 OK

1007 08010



02.Stock Trading Activity by Management Board

and General Council Members

All mentions of the number and price of shares repre-
senting the Company's share capital already reflect
the Telecel stock split of 10 to 1 undertaken on 19
November 1998,

General Council

. Vooafone / AIrTnuch {Europe) BV, ~

vernon H. L. Tyerma,n_

Adtiana Nugter

_Dlogo Alvee Dlms Vaz.Guedcs

Jeffrey David Clarll

Mlchael Pitt

Tomas Isakssor;

e

e

10 - .

Acquired Sold
Helg on 31/12/88 tatwean 01/01/9% batwesn 01/01/95
and 31/03/00 and 31/03/00
Sliargw Eenys Shares Bonas Shares Bands
vt e, 109411070 ’ e et e 4ot e e 1o s 1 s e P a s e e

10
I

10 - . N

* The mergar between AirTouch Cammunications Inc. ang Vedsfone Greup Ple resulted in the conslitutioa of Vodalone AwTouen Fic. In

order to retlect this merger, the company name AtrTouch (Eurogs) B.V. was chznged to Voaafone AirTouch (Europe) B.V..

'
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Management Board

P L PP
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Anténio Carragatose

--------

Anténio Caimara

Anténio Vaz Beanco

“"fan Thomas Johnaan

Nuno Silvérie Margues
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Acnulred Solo
Reld on 31/12/98 batweau 01/01/09 natwasn G1A1M9 Batance an 31/83/00
and 31/03/00 and 31/000
Shares Bongs Shares Bonda Sharen Honds Shares Bondy
_____ 1G.000 . _ 213.000 242.000 16.000
_ } 4.000 . 106.666 1C8.166 - 2500
e 4,000 . 81.250 - 85.250 .
TTTTTTTTT aoon . 90688 sigee -

Antdnig Carrapatoso

Under the Stock Oprion Plan approvad by the General
Ceuncil Compensation Committee. he acquired, at EUR
3.7 {PTE 795), 87,500 shares on 25 February 1999,
29,800 shares on 26 August 1999, 50,000 shares on
11 February 2000, 26,700 shares on 25 February 2000
and acquired, at EUR 17.47 (PTE 3,502). 14,000 shares
on 25 Fabruary 2000, He sold 45,000 shares on 25
February 1999 at EUR 17.00 (PTE 3,408}, 90.000
shares on 11 February 2000 at EUR 21.25 {PTE 4,260),
29,800 shares on 11 February 2000 at EUR 20.92 (FTE
4,194), 40.700 shares on 25 Fabruary 2000 at EUR
23.50 (PTE 4,792), 22.500 shares on 25 February 2000
at EUR 23.58 (PTE 4,727}, 10,000 shares on 6 March
2000 at EUR 25.20 (PTE 5.052), 2,053 shares on 27
March 2000 at EUR 23.02 (PTE 4,615) and 1,947
shares an 7 April 2000 at EUR 21.50 (PTE 4,310).
On 13 September 1993 he was given a stock option to
acquire fram Telecsl up to 52.000 shares at a price of
EUR 11.37 (PTE 2,279},

fhmmmmmmiem s mn A e e e b e m m— ra

Antdnic Coimbra

Under the Stock Option Plan approved by the General
Council Compensation Committee, he acquired, at EUR
3.97 (PTE 795), 37,500 shares on 25 February 1999,
12,600 shares an 3 August 1398 and 50,000 shares on
11 February 2000 and acquired, at EUR 17.47 (FTE
3,502, 6,666 sharas en 28 February 2000, He sold
15,000 shares on 25 February 1993 at EUR 17,00 (PTE
3,408), 45,833 shares on 11 February 2000 at EUR
21.29(PTE 4,268), 4.167 shares on 11 February 2000
at EUR 20.80 (PTE 4,170). 4,000 shareson 11 February
2000 at EUR 21.00 (PTE 4,210, £,066 shares on 28
February 2000 at EUR 23.90 (PTE 4,792). 22,500
shares on 1 March 2000 at €UR 24.80 (PTE 4,572) and
10.000 shares on & March 2000 at EUR 25.40 (PTE
5,082).

Cn 13 September 1999 he was given a stock option to
acquire from Telacsl up to 32.000 shares at a price of
EUR 11.37 (PTE 2,273},

Antdnio Vaz Branco

Under the Stock Option Plan aparoved by the General
Council Compensation Committee, he acquired, at EUR
3.97 (PTE 798), 31,250 shares on 25 February 1999
and 50,000 shares on |1 February 2000, He =old 18,500
shares on 25 February 1999 at EUR 17.QQ (PTE 3,408),
50.0Q0 shares on 11 February 2000 at EUR 21.25 (PTE
4,260) and 18,750 shares en 21 February 2000 at EUR
21.14 (PTE 4,238).
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lan Themas Jabnson
Daoes not hold any Telecel shares and (s not cavered by
the Company’s Stock Option Plan.

Nuno Silvério Marques

Undar the Stack Opnon Plan approved by the General
Council Compensation Committee. he acquired. at EUR
3,97 (PTE 795}, 31.250 shares cn 25 february 1989,
50,000 shares on 11 February 2000 and 3,750 shares
on 25 February 2000 and acquired. at EUR 17,47 (PTE
3,502). 5.666 shares on 25 February 2000. He sold
16,500 shares on 25 February 1989 at EUR 17.00 (PTE

3.408}, 50,000 shares on 11 February 2000 at EUR
21.25 (PTE 4,280Q), 9,416 shares an 25 February 2000
at EUR 23,90 (PTE 4,791) and 18,750 shares on 26
February 2000 at EUR 24.04 (PTE 4,820).

Chartered Accountant

Amavel Calhau, Ribeiro da Cunha & Associados do not
hold Company shares or bonds,

Mr. losé Maria Ribeiro da Cunha does not hoid Company
shares or bonds.

03.Extract from the Minutes of the Telecel General Council Meeting

()

2 - Approval of the 1899 Board of Management Repart
and Financial Statements

Mr. Carrapatoso, Prasident of the Board of Management,
presented the Board of Management Report and the
Financial Statements for the fifteen month period ended
31 March 2000 and expiained the main events of the peri-
cd, as well as a summary of the contents of the Regort.

Mr. José Maria Ribeire da Cunha from the Chariersd
Account firm “Amdvel Calhau, Ribeiro da Cunha @
Associados™ described the work carned out in order to
review the fifteen month period ended 31 March 2000
accounts. He then presented the Legal Certification of
Accounts and the Chartered Account Report for the
mentioned period, Mr. Ribeiro da Cunha reiterated his
favourable opinion of the 1899 accounts and recom-
mended that the General Council approve the accgunts.

As there were no cammants ramely on Section 12 of the
Board of Managament Report - Distribution aof Resuits -
the Legal Certification of the Accaunts and the Repent
fram the External Auditor, Mr. Tyerman requested the

Council to vote its approval for the Beard of Management
Report and the Financial Statements for the fifteen month
period ended 31 March 20C0. They were approved by
unanimous vote,

3 - Approval of the General Council Report

The Council reviewad the General Council Activity Report
for 1399, which was put to vote and unanimously
appraved.

(.

25 May 2000
Lisbon, Portugal
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04. Report of Independent
Accountants

To the Sharehalders and the Management Board of Telecel
- Comunicagdes Pessoais. SA

1. We have audited the accompanying balance sheet of
Talegel - Comunicagdes Pessoais, SA (the "Company”)
as of 31 March 2000, and the related statements of
income and cash flows for the fiftaen month penod then
ended. These financiz| staternents are the respansibil-
ity of the Company’s managernent. Cur responsibility is
o express an opinion on these financial statements
based on our audit.

2. Qur audit was performed in accordance with general
ly accepted auditing standargs in Portugal. These stan-
dards require that we plan and perform the audit to
obtain reasonable assurance that the financial state-
ments are free frm matenal misstatement. An audit
includes examining, on 2 test basis, evidence support-
ing the amounts and disclosures 1n the financial state-
ments. An audit alse includes assessing the accounting
principles used and signiticant estimates made by man-
agement, as well 35 evaluating the overall financal state-
ments presentation. We beheve that our audit prevides
a reasenable basis for our opinion,

3. In our opinion, the financial statements audited by us
present fairly, in all material respects, the financial pos!-
tion of the Company as of 31 March 2000 and the results
of its operatiens and cash flows for e fifteen month pen-
od then ended, in confarmity with generaily accepted
accounting principles in Portugal.

PricewaterhouseCoopers

16 May 20C0
Lisbon. Portuga!
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01.Balance Sheet as of 31 March 2000

ASSETS

FIXED ASSETS

Intangilile assars
Start-up costs
Resasech and developMent casts
Inteilectual praperty snd other rights
Work-in-progress

Tangidls llxed asxate
Land and natural resources
Buildings and othar construttions
Plant end equipment
Transportotion equipment
Teols and other eguipment
Administrative aquipment
Otner tangibla fixed azeels
Construetion in pregress

Note Gross Assels

3, 337,34 K46
5,596,634, 114

186,142,237

au1,716 1y

8, 10 12,570, 334,682

187662121
14,956.133,173
81.6685,333,131

1,560,175,099
3,680,642.654
20,109,304,024
11,386,500
12.669,844,908

10, 14 135,400,635.615
CURRENT ASSETS
lavanioriea |
Marchandise 21,34 10,209,830,403
Advances to suppliers of (ventories
10,209,830,402
Accoums racsivatle
. Acecunts recalvable from customers 14,172,453 4172
Deubtful geeounts recaivadle 29, 34 9,985,403,074
Advances o customers
Advances to suppliets 1,.507,063.8592
Advances lo suppllers of flxed agsets 16,787,711
State and putille entitiaz 4 231.13¢,501
Other dabtars 268,132,429
26,181.445,103
fank depesils and cash
- Bank depasits 202,560,718
' Cash 7,368,687
210,329,383
Acerind income and defuren costs
Accrued ncoma 49 6,541,076,406
Deferred casts 48 8,394,087,3¢5
15,835,163,75¢
" Total amortisation ang depreciation
Ttal provigions
Tolal assets 200,907.738,837

* Unaudited

31-03.2000
Depraciation
and provisions

0.492 807 Yr0
4,061, 169,510
4,332,131

8,558,308.6186
3,451,67%,387
29,579409,039
830,848,983
2,131,250,3%9¢
12,558,238,17¢
G 1279

48,562.851.252

1.497,396,475
1.497,396,475

14,172,863,452
9,985,303,07¢

$,969,803,078

£8,120,360 868
11,483,299,553
63,604,260,421

The gccompanying notes on the Mnancial sterernents are an intagrst part of these financial statements,

THE CHIEF ACCOUNTANT
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Net Asseg

845,133,376
1,934,364 G159
230,810,106
401 716,465
3.012,025,066

757.662,121
11,500,457 786
62,0/5,864 002

729.276,116

1,549 342 768
7,550,065,860
1,267,221
(2,664.958.908
46,037 969.363

8,713.433,924
8,712,433,928

13,277.437.482

1,507.068.882
16.747,711
231,134,54a!
26E,132,92%
18,185,342,025

202,860,716
7.368,667
210.320.383

6,541,076,408

$.394,087,345
13,33%,183,75¢

130.563,478,516

(Amounts srwmessad i Portugumse eCuuos)

31.12-19%8 »
Net Azaats

841,815,891
954,267,336
231,135,280
435,063,760
2,462,282,167

731,963,474
11,090,561,185
51,743.215,024
£48,401,760
1,838,867,380
7,677.026.859
1,465,325
7.111,883,239
80.743,379,246

11,326,751 491
11.326,751,481

13.793,729,512
225.779,8380

578,940.144
16,766,161
228.811,158
474,353,271
14,802.088,087

280.425,572
26,463,433
308,889,005

5,897,152,909

8,053,662,889
14,080,815,788

123,682,204.724

31-12.1998
Net Assots

1,015,695,071
554,788.929
124,884,187
49,480,387
1,884,849,574

648,724,411
8,896,518,888
40.163,762,285
§69,560,494
1,885,147,339
6,055,853,448
2,575,494
4,614.276,020
62,536,418,379

9,986,461,547

8,596461,5¢7

220,776,361
98,829
332,661,292
214,834,693
14,552,408,787

114,312,425
14,282,212
128,594,637

6,109.559,735

4,187,121.,57a
10 276 681 309

99,375,408,233

THE MANAGEMENT BOARD
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SHAREHOLOEAS” EQUITY AND LIABILITIES

SHAREHOLDERS™ CQUITY
Shara capita!
QOwn ahares
Nominal vaiue
Premiumm and discount
Additienal pand n capica!
Rasarves
Legal resarves
Stakut&ry renerves
Contractual resarves
Qther reserves
Retaimed parmings
Net ingome
Advanced aivigends
Total shareholders’ equity

UABILITIES

Gther proviaions
Provizions for pension plans
Other provicions

Medium tarm fiabilllies
Corperste bonds
Conventibie
Nop convertible

Shaet tarm 1labilllies
Corporate bonds
Convartible
Non converiblz
Bank loans
Acceunts payable to sugpliers
Suppliars - invaices panding venfication
Qther shareholders
Fixeg assets suphers
Stete and public entities
Other creditore

Atoyed conts and defarrad Income

Accrued costs
Qeferred income

Totaf liahilities
Tota! sharcholders’ equity and liabillties

~ Unaudited

The accompanying nobes on the tinancial statements are an Integral part of tnese financle! stalaments,

THE CHIEF ACCOUNTANT
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Nata

36,37, 40

52

S

43
48

31-04-2000

21LGGglsuun

(4.502.820)
1E01.2745 /82

¥ 06, ] 9N kb0

Th, 110 800,774
PUABG071.65]

£8.881,709.377

Ao 143,883, 7014
2,153.983,704

6.38,69%,457
Y 08| A8k LUT
7.368.062,070
21 0%0 /09,598
5.310.457,635
1074 384936
694.415,443
56,918,072.942

7,424 544,441
§.515,158,082
12.830,712.4B3
72,011,%69.133
130,803.478.515

NOLTINYE % §EALS €21T0L00 AdYET)

(Amounty exgrezsof il Purugnese Ercudos)

31-12-1993 *

21,531,815.000

(10.194,510)
(229.290,834)

2.068.196,556

15,110,800,778
15,502,966,364

53,994.282,354

1,976,403,667
1,976,403 887

3.195,877.371
11,183,739,939
3,723,354,059
29,871,817.998
2,738, 912,999
2,995.683.273
541,728,648
84,314,114,537

7,978,547,752
3.431,84541a
13,410,394, 168
68,897,912,370
123,692.204,724

31-12.1998

21,500,000,000

1,151,300.225

6,380,285.482
19,374,226,627

48,405,812.335

2,2599,426,047
2,255,428,047

2,%00,000,000
15,536,312,286
7,214,150,534
4,021,668,338

6,204.067,643
4,935,914,993

396,796.007
40,800,908.831

3.586,991.356
4,314 667,695

7,801,258.091
$0,889,993,898
99,375,408,233
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Balance Sheet as of 31 March 2000

ASSETS

FIXED ASSETS

intanginis avsots
Start-up coss
Resaarch and development costs
Intafiectyal property and sther rights
Work-in-progress

Tanglhia ﬂx?ﬂ F 18
Land and natural reshurces
BuEld[ngls and other constructians
Plant andl equipment
Trarsportation equipment
Toels and other equipment
Admipistrative equigment
Qther tangible fixed assete
Construclion (n progress

CURRENT ASSETS
[nventorles
Merchandise
Advances to suppliars of inventories

Aceounts recalvanle
Accounts receivable from cuslamers
Doubtful pecounts recetvable
Advances:lo customers
Agdvances Ito suppliers
Advancea s suppliers of fixed sasels
State and, pudlic entities
QOther deblors

Bank ﬂamlq and cash
Bank deposits
Cash

Actnied income ant daterred coyts
Accried ifcome
Daferred cpsts

Total amortisation and gepruciadon

Total provisions
Total assets

* Unaudited

Gross Assels

31.613.621
27,910,407
1,172,885
2,003,753
62,700.585

8,779,202
74,600,878
407 295 085
7,782,121
18,358,968
100,304,786
56,796
£3,197,685
§75,975,523

50,926,415

%0.828,419

70,691,950
49,809 475

7,517,203
83,537
1,152,894
1,337,435
130,892,499

1,012,364
6,755
1,048118

32,526,752

46,857,510
75,464,262

1.000,128,3285

J31-03-2600
Deprecialion Not Asaets
ang provisions
27,398,011 2,215,510
20,257,028 7.653.378
21,609 1,161,276
2,003,753
41.676,647 15,023,818
3,779,203
17,216,884 57, 383.994
147,%41,77Q 259,753,316
2,142,507 3,637,614
10,630,632 7,728,336
(2,645,216 37,859.570
50,475 6,321
53,197,688
242,228,482 433,146,040
7,468,082 43,457.437
7.48B,982 43,4%7.437
70,691,980
43,809,475
7,517,203
83,637
1,152,834
1,337,438
49,809,475 80.783,023
1,012,384
36.755
1,045,118
32,626,762
46,857,510
79,484.282
288,806,131
§7.278.457
347,184,587 852,943,788

tAmaunis expressa i fures!

31-12-1988 * 31-12-1888
Net Assors Het Aszets
4,198,960 5,066,266
4,759,865 3,266,078
1,152,898 622,920
2,170,089 446,326
12,281,612 8,401,350
3,651,018 3.235,822
56,319,486 44,375,648
258,094,088 200,336,002
2,735,418 2,840,956
9,172,182 7,906,682
38,252.849 30.206,470Q
7,308 12,847
35,473,924 23,015,912
402,748,273 311,930,340
56,497,538 49.812.260
96,497,588 48,812,260
66,227,579 68,802,833
1,125,185
2,887,741 1,101,228
83,6329 1,890
1,141,305 1,659,308
2,366,064 1,071,591
73,832,504 72,698,949
1,398,757 §70.188
131,999 71.239
1.530,756 641427
29.913.673 30,474,355
40,171,301 20,788,515
70,085,174 51,259,870
818,974,116 435,882,436

Tre financial Information presented in auros I3 besad on the fixad conversion rate of PTE 200.482 to EUR 1 (see chapter IV.5. Notas on the flaanclal informatien presented in

Eurgz).
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SHAREHBLOERS' EGUITY AND UABILITIES

SHAREHOLDERS' £QUITY
Share capital
Own sharas
Nominal value
Premium and discount
Aaditionat paid in capital
Reserves
Legal resgrves
Statutory raserves
Contractual rasanes
QOther resenves
Retained ezrnings
Ne} income
Advarced dividends
Total shareholders’ equity

LIABILITIES

Othar pravislans
Provisions for pension plans
Other provisions

Medtum term takilities
Carporate bonds
Convertible

Non convertible

Short term (apitires
Corperate bonds
Carvartible
Non convertible
Bank leans
Aceounts payable to suppilers
Suppliers - inveices pending varification
Other anarehoiders
Fized assels suphears
State and puplic entitles
Othar crediters

Acenen costs and defemed incame
Accrued costs
Oefarred ncome
Tota! liabllities
Tatel shareholders’ equity and Ilanulities

* Unaudited |

31-03-2000

107,500,000

(22.480)
(605,161)

10316121

76,374,387
101.089.752

293,750,508

10,744,025
10,744,025

3).,716.Ba0
45,198,504
36,751,743
105.000,000
26,488,45)
35,286,883
3,463.730
283,906,151

37,033,472
27.509,542

64.543.014
359,193,190
852,943,799

31-12.1999 7

107,500,000

(50.850)
(1,143,698}

10,316,121

75,372,357
77,328.485

269,322,358

2,858,260
9,858,260

15,940,968
§5,784,260
18,572,012
148,000,000
13,950,919
14,542,406
2,702,131
270,902,687

39,796,828
27,093,936

68,390,764
347,691,721
016,974,118

(Amourds ¢xp10sked in Evras)

31-12-1398

107,241.5a8

5,742,661

31,824,730
96,838,235

241,441,178

11,269,970
11,269,970

12,469,927
77,494,799
35,984,031
20,060,002

30,945,759
24,620,240

1.979.200
203,533,978

17,885,842
21,521,872
38,411,414
254,235,263
485,682,405

The financial fnformatlon presented in ouros 18 based on the flaed conversan tate of PTE 200.482 to EUR L (see chaprer IV.5, Notes on the financial information presented in

Eurgs).
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02.Statement by Nature of Costs and Income for the Fifteen Month Period
Ended 31 March 2000

EXPENSES
Cast of goads sold and consymed
External supglies and services

Payroll sxpenscs
Remuparations
Social gacurity charges and others

Depraciation and amortisation
Provisions
Taxes
Other sperating costs
(a)
Lesses with subsidiary
Provizions for investments
Interest sad other similar costs

Extraordinary charges
(e}

Income tax
@)

Net income

INCOME
Sales
Services rendered
Internat costs capitalized
Operating subaidies
Other operating income
(b},

Group and subsidiary gans
Mark, secbnties and treasury appl. Income
Cthor incerest and sirmilar ineome

31-03-2000
Naes 1S montng

41 30,528814,647
B84,218.322,046  $4,747,140,647

£,368,209,043
4,868,825,455 13,237,034,498

10 21,288,387.528
34 2,204,03],35% 23.453,418.883

3.380.011,4/3
46354976218 8016.487,697
.......... 139,4%4,001,770
49 2314483099  2,7114.483.09Y
{1 F—— 141,808,564,868
46 1A53.0450,721 1453 250,771
.......... 143.261,815.640
6 12.072./02,272 12072.762,272
.......... 135,334,577.02
20.266,675.851
175,801 ,253,563
] 16,718,033,534
a4 156,504,123.275
171,954,613
173,394,115,422

45 117,519,795
45 643,205,045 750,724,860
[{-) N, 174,734 840.262
ag 1,446,4]13.301

Exlraordingry income
{f),

Oparating Inceme
Financlat coses, not
Currert incums

Incomu hafore (nceme tax
Net incame

* Ungudited

175,601,253,563

R 43.500,033.852
(1,553 758,259}
32,346 275,392
32.338,437.823
20.266,875,851

31.12.1999 -
12 months

26.151,03¢,201

50,783,565,60a 76,934,599,805

6,693,329,182
3,170,046,716  9.,863,375.898
16,677,279,413

1,085,959.0¢0 17,773,238,453
2,774,157,603
3,231,787,504  §,008,545,107
116.877.158,263

1,501.017,206 1,501 017,206

112,078,176,488
929,268,422 929,268,422
113,007,444,881
9,179,629855  9.179,629.855
122.187.074.746

15,502.B65,364
137,890,048,110

13.412,838,472
122,733.570,682

147,609,922
136,294,019,076

96,627,434
479,410,186 576.037.620

138,870,056 838

819,583,414
137,690,040,110

25,718,865,813

(324,379,586}
24,791,880.227
26,882,585.219
18,302,965,364

The acconipanying nates on the financial stetaments are an mtegrs! pare of these finoncial statements.
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231-12.1898
12 months

26,479,235,921

40,462,641,318 66,941,878,240

5.085,392,407
2,535.482,401 7.601,444,B08
12,541,852.62¢

3,058,878,160 15,600,730.774
1.833.304,52¢ .
1,243.986,978  3,077,291,502
93,221,345,324

1219,120,026  1,219,120,026

94,440.46%,3%0
1,932,468,888  1,932,468.886
96.372,934.236
9,414,508,516  9,414,508,516
109,787,442.752

18,374,228,621
125,181,883,379

13,284,968,803
108,351,772,877

214,202,186
121,850.943,886

139 961,660
565 945,802 706,811,462
122,557,855,328
2.603,81¢,081

125,161,668,379

28,625.858,542

(812,208,554
28,117,388,878
26,788,735,143
18,374,220,627

THE MANAGEMENT 80ARD
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31.82:2000 3(+12-1938 * 3t.12-1538
13 monsha 12 menms 12 manins
EXPENSES
Cast of goeds sold and consumed 152,477,105 130.440,809 132,077,877
External supgliss and sarvices 320,319,640 472,596,785 253,307,357 383,748,166 201,825,808 333,904,681
Payrall expences
Remuneraticns 41,768,451 . 33,386.18%5 25,269,084
Social zecurity charges and othera 24,285,599 66.026.060 15,812,126 49,198.312 12,846,783 37,915,847
Deprecration and amortisatian 106,181,017 B3,1E5,919 62,558,497
Provisions 10,993,662 117,184,679 5.466.621 BR,652.540 15,257,620 77.816,117
Tawes 16,861,920 13,837 440 9,144,486
Other operating costs 23,124,152 39,986,07% 16,120,088 29,957,528 6,204,981 15,349,465
[ € —— 695,791,546 541,566,548 484 906,110
Losses with subsidiary
Provisions for investments
interest and othar =imilar costs 11,544,593 11,544,583 7,487 042 7,487,042 6,080,945 6,080,945
(13 N— 707,329,139 858,042,587 471,087,059
Extragrdinary charges 7,208,784 7,248,784 4,535,171 4,635,171 9,639,114 9,639.112
[(:1 N— 714,588,524 583,878,783 480,708,189
Ingeme tex 60,218,684 60,218,684 45,787 A0L 45,787 801 16,959,370 48,958,370
("1 J—— 774,805,608 809,468,559 527,663,540
Net incoms 101,088,752 77,328,483 26,838,235
. 875,895,360 888,753,028 824,303,778
INCOME ’
Sales . 83,385,200 66,902,356 66,265,145
Services rende‘red 780,639,276 512,192,470 540,456,365
Intarnal eosts capitalized
Qperating sutaidies
Other operating inceme 867,726 736,275 1,068,436
[{-} .. 864,886,201 678,831,701 607,783,948
Group and subsidiary gaing
Mark. securilies and treasury appl. inceme 585,186 481,976 698,126
Other intarest and similer Income 3,208.293 3,794,480 2,391,288 2,873,384 2,827,934 3,526,060
[[: ] TP 868,660,681 282,704,568 411,316,008
Extraordinary income 7.214,679 4,090,050 12,987,770
[S) om— 873,858,380 6849,795,025 824,303,775
Oporating Income 169,092,855 128,275,158 142,803,538
Flanncial cants, ast (7,750,119) 4,613,779} (2,55¢,868)
Gurrsht jncome 161,342,561 123,881,377 140,248,950
ngoma before Incoms tix 181,308,436 123,116.266 143,997,605
Nwt income 101,088,752 T7,328488 38,638,235

* Unaydited
The financial (nformation prasented in aures is based on the fined converslon fate of PTE 200.482 t EUR 1 (t2e chapier IV.5. Notes on the finanetat information pressnted in Eures).
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03.'Statement of Income by Functions for the Fifteen Month Period
Ended 31 March 2000

Sales and services rendered
Coat of sales and of services rendered

Gross profit
Other operational \ncome
Distribution costs
Adminizgteative costs
QOther aperalional costs
Cperating income
Nel finaneial cosls
Prafit/(Igss} in subsidiary
Profit/(loss) in other invezements
Current incamg
tncome tax belore entraordinary items

Current income after Income tax

Extaorainary incame
Extraordinary incormnae tax

Ne\ income

Earnings per shere

- Un:ud!ted

a4
36

54

9%

31-03-2000
1S wtonths

173,222,136 808
89,316,093.436

£3.906,103,571
567.535,900
25,778.18%,750
23,349,002,560
1,453,250,77]

33,893.1%6.182

(1,563,758.209}
32.349,437,923
12,072 762,272

20,266,675,651

20,28G,675,651

94

Tha accampanying notes on the financial statements are an integral pan of these financial statements.
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31-12.1989 - 31.12-1958
12 months 12 months

136,146,409,152
71.251,062.481

64,89€,346,673
514,846 247
20,849,451,007
18,023,898,6B6
929.268.422

25,607,574.805

(924,979,586)
24,682,595,219
9.178,629,855

15,502,965,364

13,302,965,364

72

pe]

121,636,741.680
60,768,253,624

60.868,488,056
1,548,016,237
17,946,638,349
14,806,453,351
1,B89,33{,068

28,074.081,52¢

512,208,564}
27,561,872.961
9,414,508,516
18,147,384.445

1,226,862,182

18.374.226,627

8o
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Sales and sennces rendered
Caat of zales and of services randered

Gross proflt
Qlher cperatinat income
Distribution costs
Administrative costs
Other operaticnal zeats
Ogerating incoma
Net finencial coste
Pro(iv(icss) in sybsidiary
Protit/(loss) in other investments
Cutrent ingame
Incoma tan befere extreordinary items

Cutrent income altar incoma Lax

Extaordinary incame
ExtraordInary Income Lax

Nel income
Earnings par share

" Unaudited

31.03-2000
1% manthz

864,028.475
445,508,586
413,521,879

2.830,86/
126,581,068
116,464,734

7 248,782

169,088,550

(4,750,114)
161,308.438
60,218,684

101.089,752

101,088,752

0.47

31-12-1898 -
12 months

679,095,426
355,398,801

323,696,624
2,568,042
103,996,623
89,902,828
4,635,171

127.730,0a5

(,613,779)
123,116,266
45.787.801

77,328,468

77.32B.465

0.3

RGNS wrurEssRd 1N ANosl

31-12-18%8
12 man(hs

€06,721.510
303,110,771

303,810,738
7,721,472
89,517,455
72,357,888
9,423,544

140,032,928

(2,554,886}
137,478,043
46,953,370
50.818.,672

6,119,563

98,638,220

0.45

The financial information presented In euros iz vased on the fixad conversion rals of PTE 200.482 to EUR | (ses chapter (V.5. Nates on the tinancial infarmation prasented in

Eures).
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04.Statement of Cash Flaws for the Fifteen Month Period Ended 31 March 2000

OPERATTI\!G ACTIVITIES

Receivad from customere
Paymenté to suppliers

Paymenth to employaes
Payments related to incoms tasas

Other payments rélanng te speratng activities, net

Receipts'ralating to sxracrdinary items
Payments reiating o extraordinary itams

Cash Rows hrom operating sctivities (1)

INVESTMENT ACTIVITIES

Receipts, relating to:
Finansial investments
Tangible fixed assets
intangible flxgd 3s5ats
Interest and ather incoms

Payments ealating to:
Finanéiat invasiments
Tangitle snd {ntangible fixed assets
Other investments

31-03.2000
15 months

172,056,845
(92,934.606)
(12,553,282}
{11,068.888)
{5,513.584)
13,625
{52,068)

45,948,032

55,200
750,725
815,925

(247,720,258}

(47,730,338)

Gash I!mu from Inventing rctivities (2) {46.914.473)
FINANCING ACTIVITIES
Receipts. relating to:
Short term borrowlings 9,372,853
Other‘financial activities
9,372.983
Payments reiating to:
Shert term borrowinga
Interest and otter expenses (2,248,776}
Divigends (8,675,0001
' (11,924,776
Caxh flows fram finyacing sctivivies (3) (2,561.823)
Changes in cash and cash equivalents (4) = (1) + (2) + (3} 81,736
Notlonal exchanga rate effect on cash and cash equivalents
Cash and cash equivalents at the deginning of the perled 128,554

Cash and cash equivalents at the end of the periad

* Unauditad

210,330

The accompanying nates an the financ(sl satementa ate an Intagral part of these financial stalements.
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J31-12-1988 ~ 31.12.1998
12 months 12 months
136,405,520 114,477,006
(76,233.182) (63,807,622}
(9,281,091) (7,280,570}
(10,987,597} (8,973,134}
(5,478,007) {2,581,936)

- ) 96,784
{45,853 (22,500}
34,381,881 30,507,828
39,807 23,130
576,037 706,912
615,844 730,042
(38,734,421} {28,165,019)
{38,734,a21) (28.165,019)
(38,118,577} R7TA4,5TN
15,031,383 11,255,386
15,031,383 . 11,255,386
(7.500,000)

(1,441,192} (1,406,489)
(9,675,000) (6,450,000)
(11,115,192) (15,356.48%)
3,918.19 {a,601,088)
178,295 (128,448)
128,59a 257,042
306,889 128,594
THE MANAGEMENT BOARD
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J41-03-2000 31-12-1999 * 31-12-1838

‘ 15 manths 12 montha 12 months

! OPERATING ACTIVITIES
Recelved from custsmers 858.216 680,393 571,009
Faymants 10 suppliers (463,556} (3B0,250) (318,271)

i Payments to employess 62,616} (46,294) (36,315)
Payments related (0 incame Laxes (55,211} (54,806} (48,746}
Other payme:nls relating % operating activities, net {25,4297) (27,324} (12,879}
Recsipts refating to extraordinary items 58 4 (483)
Payments relating to extracrdinary items {2601 (229} {114)

1’ Casn fiown fram oparating activitien (1} 247,145 171,498 158,167

, INVESTMENT ACTIVITIES

' Reterpts ralating to:

‘$ Financial investments

! Tangibie (Ixed assets 275 199 115

i Intangible tiaed asscts

’( intarest and other inceme 3,794 2.873 3.526

! 4,070 3.072 3.641

l Payments relaling lo;

Financyal invesiments
I Tangible and intangible fixed assets (238,078} (193,206) {140,487)
Otner invesrments

i : (223,078} (193.206) (140,487}
} Cash flows used in invasiing activities (2) (234.008) (150.138) (136,348}
FINANCING ACTIVITIES
Recelpts relsting to:
[ Short term horrowings 16,752 74,976 58.536
3 Other fingnciai aclivities
| 1 45,752 72,976 58,636
i Peyments relating to:
N Short term bomowings (37,2100
: Interest and other enpenges (11,222) (7,189 {7.016)
Dividends (a8,259) (48.259) 32,172
(58.481) (55.447) (76,598)
Cash Mows from llmancing activilles (3) (12,728} 18,528 (17,982)
Changes in £ash and ¢ash cquivalants () = (1} + (2) + (3) 408 385 (661}
Notianal exchange rate effect on cash and cash equivalents
Cash and cash sguwvalents at the beginning of the period 641 641 1,282
Cash and cas{n equivalents a1 the and of the pengd 1,049 1,531 621
* Unaudited

The financal information presented in auros is based on the fixed conversion rate of PTE 200.482 to EUR 1 (sea chapter IV.S. Nates on the financlal Information presanted in Euros),
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05. Notes on the Financial
Information Presented
in Euros

The financial information presented in auros in this
report complies with the Accounting Directive no. 21
with regard to accounting of the effects of the intro-
ducing of the euro, approved on 29 October 1397 by
the Accounting Standardisation Commission, ang the
Racommendations from the Securities Exchange
Commisgion concerning Financial information Disclosed
Dy Issuing Entities.

for accounting purposes the base currency of Telecel
Is the escude. The financial information presented in
Eurcs in the text and the financial statements with
regard to 1992 and the previous years is provided enly
for the conveniance of readers and is based on the fixed
conversion rate of PTE 200.482 to EUR 1. The values
in euros result directly from the application, line by
{ine, of the aforementioned rate and the rounging rules
in force, There may be smalil differences between the
sums of the parts and converted totals or between ratias
calculated before or after the conversion of the respec-
tive factors.

The replacemant of historical valuas in escudos with
guros must be interpreted as information disciosed only
of an indicative nature and not as representing, or akle
to represent, the values in euros on the dates referred to.
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06. Alteration of the Financial
and Reporting Year

In accordance with current legislatian and after duly
cbtaining iegal approval, Telecel altered its financial year
and report to the period running fram 1 April to 31
March in order to coinclde with tne financial year and
reporting policies of its majar Shareholder, Vodafene
AirTouch.

Owing to this alteration, the year 1999 will excaption-
aHy include five quarters as the year of transition, run-
ning from 1 January 1998 to 31 March 2000, As such,
both the information containad in this report and the
financial statements reflact Telecel's performance through-
cut this fifteen month pariod.

Therefore it 1s important to note that, unless otherwise
stated, afl referenceg to the year 1959 made threugh.
out this Rapert and Accounts cover the peried from 1
January 1999 to 31 March 2000 and not the calendar
year,

89 report and accounts TELECEL Comunicacdes Pessoals, 5.4, 1999 Financial Stabements
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01.Notes on the Financial Statements for the Fifteen Month

Period Ended 31 Maich 2000

{Amounts expressed in thousands of Portuguese Escudos)

Note 1 - Introduction

Telecs! - Comunicagdes Pessoais, SA {“‘Telecel” or the
“Company”) was founded on 15 May 1981, and provides
principally mobile telecommunication services under a 15
vear license granted an 18 Qctober 1991, by the
Portuguese Gavernment through the Portuguese (nstitute
of Communications (ICP). The business activity af the
Company is subject to the terms of this license.

On 18 December 1998, Telechamada ~ Chamada de
Pessoas, SA (“Telechamada”) was merged intc Telecel,
the effective merger date being retrospectively applied to
1 fanuary 1998, All assets and liabilities of the acquired
ntity were transferred to Telscel based on the related book
value as at 31 December 1997.

As a result of the merger, Telecel began providing paging
services that were previoysly previded by the acquired sub-
sidiary. Following approval from the ICP on 27 Octaber
1998, the ariginal 15 year license granted to Telechamada
on 29 April 1992, to provide direct paging services, was
transferred tc Telecel. This new business activity of the
Company is subject to the terms of this license.

In June 1999Telecsl began providing Internet services,
in 1999, ICP alsp granted two licenses for a period of 15
years, from 1 January 2000, to provide fixed wireless
access services and indirect fixed access services. As of
1 January 2000, Teleca! began providing indirect fixed
access services,

The following notes are numbered in accordance with the
Partuguese Official Pian of Accounts (POC) approved by
Decree Law no, 410/89, from 21 November, and modi-
fied by Decree Law no. 238/91, from 2 fuly. The nate
numbers that are not included relate to notes that are
not applicable.

Note 2 ~ Comparative Figures

At the end of the first half of 1999, as a resylt of
the merger between Vedafone Group Ple and AirTouch
Communications Inc., the mergsd entity Vodafane
AirTouch (Europe) B.V,, became the majarity Sharehoider
of Telecal (see Note 37).

Oue to the standardisation of accounting policies with the
Vodafone Group znd the requirement of ceasoclidated
information for Group reporting purpoeses, which diffars
from the annual reporting date normally used in Portugal,
Telecel successfully applied tc the Portuguese Tax
Authorities for a change in its tax accounting period. As
a resulit, the Company adopted a twelve month financial
and tax pericd ending on 31 March.

Due to the application of this new financial and tax
period, financial staternents for the fifteen month period
ending on 31 March 2000 were prepared. The compara-
tive amounts are related 10 the year ended 31 December
1998. Thus, the financial statements for the fifteen month
period ended 31 March 2000 are not directly compara-
ble with the financial statements for the year ended 31
December 1998, Additignatly, the unaudited balance
shaet as at 31 December 1999, and the unaudited income
statement for the year then ended, are also presented for
information purposes only.

Furthermore, comparable proforma financial information
was also prepared. Thus, Appendix 3, presents the pro-
forma balance sheet as at 31 March 2000 and 31 March
1999 and Appendix 4 presents the income statement for
the fifteen-month pericd ended 31 March 1999, and 31
March 2000.
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Note 3 - Basis of Presentation
and Significant Accounting Principles
and Policies :

The accompanying financial statements have been pre-
pared on a going concern basis from the accounting
records of the Company and are presented in accerdance
with generally accepted accounting principles in Portugal.
The significant accounting principles and policies used for
the preparation of the financial statements are as follows;

a) Recognition of revenugs and expenses
Revenues and expenses are recorded on the accruals basis.

Revenues for {elecommunications services are recognised
when earned, These services are billed an a monthly
basis throughout the month. Unbilled revenues from the
date of the last billing cycle to the end of the month are
estimated based on actual volume and are accrued.
Differences between estimated and actually billed rev-
enues, which have not been significant, are recognised
in the fotlowing peried.

b) Intangible assats

|ntangible assets are recorded at cast and consist prin-
cipally of the following capitalised costs and expenses:
{i) operating expenses incurred during the Company's
start-up period, (ii) expensas related to the development
af the netwark, (ifi) costs related to the submission of the
tender for a license to operate as a mobile telecommu-
nications operator and fired cperator, (iv) axpenses which
are directly related te the development of the Company’s
commercial operations, (v) costs incurred with the exten-
sion of the initial warranty period of the network equip-
ment, (vi) expenses related to the technical support of
the development and improvement of the network oper-
ations, (vii) lease line installation fees and {vii) costs rejat-
ed to promotional campaigns for new businesses and
acquiring new Customers,

The amortisation policy ié directly related to the nature
of the costs incurred, as follows:

* The tender costs are amortised on a straight-line
monthly basis gver the period of the license {15 years).

« The remaining intangible 2ssets are amortised on a
straight-line manthly basis over 3 to 5 years, depend-
ing on their nature, and commence from the date on
which the costs are incurred.

c) Fixed assets

Fixed assets are stated at cost, Recurring maintenance
and repair costs are charged as an expense in the peri-
od incurred, Significant enhancements and improve-
ments are capitatised. Fixed assets are depreciated on a
straight-line monthly basis from the date on which the
assets are placed in operation. The rates used are defined
in Decres-law 2/90, of 12 January and approximate the
useful lives of the related assets as follows:

Buildings and other constructions
Plant and equipment

Network softwars

Other

Useful lives {years)

10 to 50
81010

3
Jtwo 18

As a result of the continucus technclogical changes in net-
wark software, management revised with effect from 1
January 1996, the estimated useful life of network soft-
ware from 6 to 3 years. Accordingly, all acquisitions sub-
sequent to 31 December 1995, are depreciated over 3
years applying the straight-line methed, and depreciation
rates for network software at 31 December 1995, have
been revised prospectively, the effect of which was record-
ed in Other provisions (see Note 34),

d) Financial leasing

Assets acquired under finance lease contracts are account-
ed for as fixed assets, and the obligations under the
finance leases, which correspond to the present value of
the lease paymaents, are recorded as a liability (fixed
assets suppliers).

8) Inventories
Inventaries are stated at the lower of cast or net realis-
able value. The cost is determined using the average
cast method.

f) Accrued axpenses and income, prepaid sxpenses and
deferred income

Accrued expenses and income include expenses and rev-
enues that are accrued in the current reporting period and
which will be paid or received in subsequent reporting
periods. Prepaid expenses and deferred income include
expenses paid and revenues billed that will be recognised
as expenses and income in subsequent reporting periods.
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g) Customer contracts

Direct costs of acquiring Customers under a contract to
temain with the Company for a specific peried of time are
deferred and amortised over the perigd of the contract.

h) Pravision for doubtful debts

The provision for doubtful debts is stated at the amount
considered necessary to cover potential risks in the col-
lection of accounts receivable balances.

i) Promotional program

In 1998, the Company developed a bonus scheme far
Customers based on the value of airtime usage from 30
June 1997, in which access points are awarded for var-
ious promotions. The company set up 2 provision for the
related costs tc be incurred based on the estimated vol-
ume of aitime points usage.

i) Stock option plan

Liabilities related with the Stock Option Plan for
Management Board members and managerial staff (see
Notes 34 and 53) are accrued as expenses on a pro-
portional basis, taking inte consideration the period of
time during which the options tc acquire the attributed
Telacel shares are vested. The accrual represents the dif-
ference between the market price of the related shares,
and the exercise grice (if the Company is to acquire its
own shares) and, alternatively, the effective acquisition
price of the shares by the Company (if they have already
been bought}.

K) Income taxes

The Company is subject to income tax in accordance
with Portuguese income tax legisiation (see Note 6).
Until 31 December 1997, the company did not account
for deferred taxes. However, from 1 January 1998, and
in accordance with the nternational Accounting Standard
no, 12 (revised), which was adapted by the Company
fotlowing implementation of the Portuguese Accounting
Diractive no. 18 in 1998, deferred taxes are provided far
temporary differences arising from the recognition of
income and expenses for financial reparting and for
income tax purposes in different financiat years,

1) Pension scheme

In May 1998, Telecel set up a defined contribution pen-
sion scheme covering ali employees. The Company's
pension cost for the year is the amount effectively con-
tributed inte the pension Fund (see Note 55),

m) Conversion and stock split of share capital

On 6 July 1999 the Company converted its share capi-
tal to euros and on 19 Novenber 1999 realised a stock
split (see Notes 36 and 403,

Note 4 - Assets and Liabilities
Denominated in Foreign Currancias

in accordance with Accounting Directive no. 21, ralated
to the accounting effects of the introduction of the eurp,
Telecel has converted to escudos all assets and liabilities
denominated in a foreign currency at the bafance sheet
date, using the triangulation with the euro conversion rate.
The resulting exchange gains and losses are recorded in
the statement of income,

Note 6 - Tncome Taxes

The Company is subject to income tax in accordance
with Portuguese income tax legislation.

Tne Company's tax situation is subject to inspection and
possible adjustment by the Tax Administration for a periad
of 5 years for the years prior to 1998, and for a period of
4 years for 1998 and subsequent years (ten years for
Seocial Security taxes), with the exception of tax iossas,
which can be reviewed for a peried of 10 years. Accordingly,
tax raturns since 1992 can still be reviewed. The
Managernent Board does not expect any significant adjust-
ments {o be made to tax returns arising from the Tax
Administration review.

With the merger of Telechamada into Telecel, and in accor-
dance with the Corporate Income Tax Law, article 62,
number 5, Telecel abtsined autharisation from the Ministry
of Finance to deduct losses brought forward from
Telechamada {amounting to some PTE 1,900 million} as
lang as that in any ane year, the deduction is not greater
than 4% of taxable income. -

As a consequence of the change of the tax period sucess-
fully applied to the Tax Authcrities, the Company prepared
statutory accounts for the fifteen month peried ending 31
March 2000; however, for tax purposes, it has submitted
two separate returns, one for the twelve month period
ending 31 December 1999, and one for the three month
pericd ending 31 March 2000.
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In accordance with the State Budget for 2000, Telecel
applied the corperate tax rate of 37.4% for the 1999 tax
year and applied the new enacted tax rate of 35.2% for
the three-month period ended 31 March 2000.

The corporate income tax charge for the fifteen month
period ended 31 March 2000, amounted to PTE
12,373 millian, and includes the net utilisation of
deferred tax asset amounting to PTE 460 million {1998:
deferred tax asset increased by PTE 211 miiltion} which
arose in the current pen"pd from temporary differences.
The deferred tax assets rélating to temparary differences
prior to 1 January 1998, amounting to FTE 1,270 mil-
lion, were recorded as extraordinary income in 1998 (see
Note 3 k}). The deferred tax balances recorded by the
Company in deferred tax assets on 31 March 2000 and
on 31 Decamber 1998 are as follows:

31 March 2000

Temporary
diNerences
Doubtful debts provision 802,762
Other provisians 1,231,678
Depreciation 396,188
Accrued sxpenses 471,173
Tax losses from Telachamada carried forward -
2,901,801

Detarred
lax azsels

282,572
433,551
139458
165,852

1,621.434

31 Decomber 1938

Temporary
differences

596,000
1,246,000
980,000
522,000
516,000
3,980,000

Dufesred
X assets

223,000
466,000
367,000
195,000
230,000
1,481,000

In the period from 1 January 1999 to 31 March 2000,
the effective income tax rate was 37.3%.

Note 7 - Average Number
af Personnel

The average number of personnel in the peried from 1
January 1999 to 31 March 2000 was 1,649 (1998:
1,128).
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Nota 8 - Intangible Assels

Start-up costs:

Start-up expenses

Tender study

Capital stock issyance costs

Network deveiopment and set up studies
Other start-up costs (2)

Accumulated amortisation

Resaarch and development costs (b)
Accumuiated amortjsation

Intellectual property and other rights:
Brand registrations
Accumulated amartisation

Work in Prograss

2,276,693
278.582
292,299
1,701.135
1.789,237
6,337,942
(5.492,808)
845,134
5,595,534
(4,061,169

1,534,365

235,142
(4,332)
230.810
201,716
3,012,025

31-03-2000

31.12-1998

2,276,693
278,582
279,445

1,701,135

1,360,737

5,898,592

(4,880,897)
1,015,695
3,942,189

{3,287,389)

654,790

127,414
2,528}
124,885
89,480
1,884,880

£790 0K

(a) Other start-up costs mainly represent costs of incorparation and of commercial expansion of the Company.
(b} Research and development cogts mainly inciude ¢osts incurred with engineering studies relatad with netwerk planning, snd cests

relatad to promotional campaigns for the davetopment of new services and new products in accordance with the Company

commercial strategy.
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Mote 10 - Fixeg Asset Maveinenic

Dpaning halanca Closing nalance
Assats ‘ 31-12-18688 Additions Translers Disposals 31-03-2000
Intangible assats:
Skart-up cosls 5,896,592 12,850 42R 500 - 6,337,942
Research and develspment costs 3,942,188 B43,427 810.297 (378} 5,595,534
Intellectual property ang other rights 127,414 211,678 (103,550) - 235.142
Work-in-prograss 89,481 1,580,231 (1,237,9886) - 401,718
' ) 10,355,675 2,618,188 (103.149} (378) 12,570,334
Taogibie fixed assets:
Land and natural resources 643,724 26,659 82,279 - 757,682
Buildings and other constructions 11.074,873 101,731 3,864,489 (74,960) 14,986,143
Plant and equipment 57,787,405 790,134 24,090,905 (1,013,111} 81,856,333
Transpartstion equipment 1,294,010 9,762 445,330 (188.927) 1,560,175
Tools and other equipmant 2,818,6%4 696,264 354,356 (188,671} 3,680,643
Administrative equipment 14,551,344 2,371,077 3,426,682 (239,809) 20.109,304
Other tangidle fixed assets 11,387 . - - 11,387
Canstruction in progress 4614,278 40,208,628 (32.150,902) - 12,569,999
82,800,713 44,202,252 103,148 (1,705,478} 135.400,638
Amortigation and depreclation
Intangihie assets:
Start-up costs 4,880,897 611,911 - - 5,492,808
Research and development costs 3,287,399 773,802 - (131) 2,061,170
Inlellectual property and ather rights 2,529 1.803 - - 4,322
' 8,170,825 1,387,616 - (131) 5,558,310
Tanglale fixeq assata:
Buildings and other constructions 2,178,354 1,303,836 . (30,514) 2,451,676
Plant and equipmant 17,623,642 12,548,508 - (593,681) 28,579,469
Transportation equipment ‘ 724.449 476,187 (197,642) (172,085) £30.899
Yools and other equipmant 1,233,547 843,655 197,642 (143,594) 2,131,250
Administrative equipment 8,495,491 4,146,081 - {82,314} 12,559,238
Other tangible fixed assets . 2811 1,308 - - 10,119
30,264,294 15,320,558 [ (1,022,198) 48,562,651
38,435,119 20,708,171 - (1,022,329) 58,120,961
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Note 14 - Aditional Information rels -
ted to Tangible Fixed Assets

Pl P v R A R P’ oS-

31-03-2000 . N-12-1958

Fixed aszefs related 10 Company operations
Network eguigment 77,561,941 55,405,792

Note 21 - Explanation for
Extraardinary Provisions Related
to Current Assets

From 1 January 1999 t¢ 31 March 2000, the Company

increased the pravision for inventory depreciation by PTE

510,166 thousand (1998: PTE 380,017 thousand) to

cover the commercial and technological obsolescence of *
mobile and pager equipment (see Note 34). Ouring the

same period, the Company desirayed cbsolete invento-

ries amoynting to PTE 418,240 thousand {1998: PTE

272,382 thousand).

Note 22 - Inventory Held by
Third Parties

As at 31 Mareh 20C0 the inventory keld by third parties
amounted to PTE 90,944 thousand (1998: PTE 393,846
thousand).

Note 23 - Doubtful Accounts
Receivable

The allowance for doubtful accounts receivable is based
on the estimated risk related to coliection of these
accounts at the end of each period {see Note 34),

Note 25 - Receivables and Payables
from Employees

31.03-2000 31-12-1588
Recelvables 38.14¢ Co-
Payables 4,150 8,013
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Note 34 - Movement in Provisions

Qpening Closing

balance balance

31-12-1938 Increass Decrease Transfer  31.03-2000

Pravizion for doubtful accounts receivable (Note 23) 8,652,838 1.333,065 - - 9,885.903
Othet provisions 2,255,426 945,50 (1,635429) 584,593 2,153,984
Provisian for Invantories deprecistign (Nate 21) 587,230 510,166 - . 1,497,396
11,885,494 2,788,825  (1,635,429) 384,993 13,837,293

Qther provisions include (i) a provision of PTE 82,843
thousand (1998: PTE 1,133,000 thousand) to cover the
responsibilities related to a stock option plan for the
Board of Management members and for the managerial
staff of the Company (see Notes 3 j) and 53}, {ji} a pro-
vision of FTE 735,934 thousand (1898; PTE 327,000
thousand) ta cover costs to be incurred with the saies
promational program (see Note 3 i}, (iii} a provision of
PTE 145,482 thousand (1998: PTE 393,000 thou-
sand) for the acquisition costs of paging Customners (see
Note 3 ), and (Iv) a provisian of PTE 432,580 thousand
(1998: PTE 316,000 thousand) to cover costs of con-
tingent liabilities in connection with the activation of
Customers, as referred in Note 50.

The reduction in other pravisions includes (i) PTE
1,051,000 thousand related to the utilisation of the pro-
vision to cover responsibilities related to the stock
pption plan as a resuit of the exercise by the benefi-
ciaries of 526,580 shares (see Note 53) and (li) the PTE
584,593 thousand (1998: PTE 347,194 thousand)
decrease of the network software depreciation included
in the provisions caption of the incoms statement (see
Note 3 ¢)), which was reclassified in the balance sheet
from Other provisions to Amortisation of tangible fixed
assets — Plant and equipment.

Note 36 - Share Capital

At 31 December 1998, the Telacel share capitai was rep-
resented by 21,500,000 common shares with a norminai
valye of PTE 1,000 each. The Company, at & July 1999,
changed the naminal value of these shares to 5 euros
each, which resuited an increase in share capital of PTE
51,815 thausand by utilisation of the legal reserve,

At 19 November 1999, Telscel carried out a share split.
For each shere held, 10 new shares were issued; conse-
quently, the nomiral value of each share changed from
5 euros to G.50 euros. Thus, the share capital as at 31
March 2000, is represented by 215,000,000 shares
with a nominal value of 0.50 euro each.
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Note 37 - Entities Holding
More Than 20% of the Company's
Capital Stock
As at 31 March 2000 and as at 31 December 1998, the
Company’s shareholgders were as follows: .
31-03-2000 31-1—;-1-9_93 ' )
Halding entities Amount % Amouat L3
Vodafone AirTouch (Eurcps) B.V. 10,967,719 50.89 - .
AirTouch (Europe) B.V. : - 10,941,107 50.89
Others . 10,584,096 49.11 10,558,893 4911
21,500,000 100.00

27,551,815 100.00

As at 31 March 2000 Vodafone AirTouch (Europe) B.V, was
known as the only qualified sharsholder of the Company,
with a participation of 50.89% in the capital stock. This
participation was transferred from AirTouch (Europe) B.V.,
as result of the merger between Vodafone Group Ple andg
AirTouch Communications Inc. on 30 June 1999.

[n accordance with Company's Articles of Association,
as modified by the shareholders at their meeting of 14
November 1996, the Management Board is allowed
to increase the share capital up to 2 maximum amount
of PTE 50,000 million in cne or more phases, subject
to the approval of the General Council.
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Note 40.- Changes in
Shareholders’ Equity

Opsning balaoce

31-12-1938
Share capitat (see Note 36) 21,500.000
Own shares:

Norminal vaiue -

Premnium and discounts -

Lege! reserve 1,151,300

Other reserves -

Retained marnings 6,380,285
Net income: .

31/12/1998 - 12 month perigd 19,374,227

31/03/2000 - 15 month pariod -

48,409,812

38,831,318

Incyeaea
51,815

9,897
223,418
968,711

15,110,801

20,266,676

Closing balance

Qecrease 31-03-2000
21,551.815

(14,400) {4,503)
(324,694) {101.276)
(51.815) 2,068,196

- 15,110,801
(6,380,285) .
(19.374,227) .
- 20,266,676
(28,143,421) 58,891,709

By decision of the shareholders at their meeting of 31
March 1999, the distribution of the 1998 earnings was
made as follows: (i) increase of the legal reserve amount-
ing PTE 968,71 1 thousand, (i) increase of other reserves
amounting ta PTE 8,730,516 thousand and (i) gistri-
pution of dividends of PTE 450 per share, corresponding
ta a globat amount of PTE 9,675,000 thousand.
Additionally, it was decided ta increase the reserves by the
utilisation of the retained earnings balance in the amount
of PTE 6,380,285 thausand. The dividend payment
occurred on 30 April 1999,

in accordance with applicable carporate legislation, legal
reserves must be increased by at least 5% of annual net
income until that reserve represents 20% of the share
capital. This reserve cannot be distributed to the share-
holders, but can be used to ingrease share capital and to
absorb future losses.

As at 31 March 2000, Telecel owned 44,920 of its
own shares, with an acquisition cost of PTE 105,779
thousand.

e e
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Note 41 - Cost of Goods Sold

The cost of goods sold was calculated as ‘ollows:

31-03-2000

31-12-1998

13 months 12 months
Opening inventary 10,973,692 8,233,529
Puschasss 39,829,288 31,820,874
Transters to fixeg assets {107 404) (636.799)
Inventory adjustments 10,056,927) (2,064,675)
Closing Inventary (10,209,830) (10,973,692)
30,528,819 20,479237
tnventory adjustments include offers. internal consump-
tion and the deferred Customers acquisition costs, 8s
follows:

31-03-2000 31-12-1988
fnventory adjustments 15 months 12 months
Otfers 509,247 214,298
internal consumiption 834,050 520,201
Deferred customers acquisition casts (see Notes 3 g) and 49) 8,713,630 1,330,176

10,086,327 2,084,875
Note 43 - Remuneration
of The Management Board
The remunerations of the Company Management Baard
was as follows:
31-03-2000 31-12-1888
R 16 munths 12 months
Management Board (see Notss 53 and 55) 350,726 230,674
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Note 44 - Sales and Services
rendered by Activities

The net sales and services rendered, was as fallows:

31-03-2000

1-12-1908
15 months 12 montts
Salas of equiprment 16,718.034 13,284,969
Services rendeared end others 156,504.123 108,351,773
173,222,157 121,838,742
Note 45 ~ Interest and Other Similar
Financial Expenses and Income
31-03-2000 31-12-1984
13 monihs 12 months
Expensas:
interast payahis 821,525 $32.186
Exchange losses 584,717 110,974
Dlscounts gramted for prompt payment 86,276 43,460
Otner financial costs 821,96¢ 532,500
2,314,483 1,219,120
Income:
Interest recaivable 117,520 139,962
Exchange gains 291,455 131,344
Diacounts receivad far prompt payment 351,747 435,310
Qther financlal Income 3 295
760,725 708,311
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Note 46 - Exiraordinary Results

Expenses:

Donatlens

osses gn inventories
Losses on fixed assets
Fines and penatties
Increase in provisions
Prior yaar adjustments
Qther extraordinary losses

Income:

Gains on fixed assets

Reduction on provisions (see Note 34)
Pricr year adjustments

Income tax adjustment

Deferred tax (see Note 6)

Other extraordinary incame

These financial statement captions include the following:

Receivable

Value added tax (IVA)
Secial security
withhelding tax
Income tax (IRC)
Other taxes

Q113

The value added tax (IVA) payable relates to tax payabie
% the Portuguesa State, whereas the IVA receivabie relates
to tax payments made to foreign entities and recoverable
by Telecel directly from the foreign tax authorities,

231,135

31-03-2000
Payabla

1,891,251
160,840
189,392

4,799,789

33,073

1,074,385

31-03-2000

60F1 ON
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31-12-1988

15 months 12 months
30,3386 15.338
541,912 407,385
503,278 33,062
3,772 2,928
275,065 1,212,984
16,901 213,000
81,986 43,774
1,453,251 1,932,469
32,219 12,300
1,329,078 1,217,19¢e
12,737 03,701
72,379 7.533
- 1.270,000
- 3,084
1,448,413 2,603,814
31-12-1888 ;
Recaivable Payable ‘

332,661 437,570

- 123,138

- 101,2¢08

- 4,246,402

- 27,597

332,661 4,935,915
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Note 438 - Accrued Income / Deferred Costs
and Accrued Expenses / Deferred Income

31.03-2000

Accrdad incama:
Trade receivables to be invoiced 6,491,047

, Recelvables from suppliers 22,787

" Other accrued income 27,242

6,541,078

Defarred costs:
Rent 546,193
Spectrum feas 675.659
Insurance 6,219
Interest and related costs on commercial paper and debentures -
Deferred income tax {sae Note 6) 1,021,434
Deferred customers acquisition costs (sea Nota 41) 6,479.764
Cther prepaid expsnses 664,818
' 9,394,087
Accrued expenses:
Salgries payabie 1,893,410
Flnanclal chargas 62,536
Inter.connection costs 3,009,952
Commissions payable 506.668
Lease (inas 711,975
Other 1,240.003
; 7.424 544
‘Detarrad incore:
Prepaid wireless servicas and access fees 5,515,168

Mote S0 - Dongngennies

Activation of Customers

The procedures adopted by the Company in connection

with the activation of a significant portion of its Customers

can give rise to liabilities which, depending on legal

interpretation, can be estimated to be beiwesn PTEL

2,850 million and PTE 3,700 million as at 31 March

2000 (1998: PTE 2,100 million and PTE 2,700 million).

Management believes that, based an legal advice received,

no provision should be made in the financial statements

for these contingencies.
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5,748,332
361,226

6,109,560

216,759
49,100
49,343

1 481,358
2,138,140

232,422
4,167,122

1,209,657
47,170
1,023,080
443,019
348,175
516,490
3,586,591

4,314,668
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Note 51 - Transactions With
Shareholders and Affiliates

Significant transactions with Telecei’s major sharehold-
er's affiliates are as follows: L

TR ST
W, .ﬁk&f{hn;/, ;
A a

R
Vatus From

IR
it
AN
.
L

. “In fram B Batancs at

S fmm. . Bafarr: . Balance at
01-01-1889 19 31:03:2000  .(DUNSRBW 311241988 31032000  31-12-1968

income Cost  [i<Mwome ~ <! Gast Rechivahip Payable

1,542,760  2,035.484 265,608 33,980 54,862

Additionally, at 31 March 2000, the Company has a loan
granted by Vodafone International Holdings Ltd amount-
ing to 105 million euros, which is recorded as a liabili-
ty in the “Other shareholders payables” caption in the
amount of PTE 21,050,610 thousand. This loan corre-
sponds to several amounts due within six months, and
bears interests at the end of each pericd at a annual rate
equivalent to the LIBCR plus 0.325 %. The interest
related to this loan for the fifteen-month period ended 31
March 2000, is PTE 591,000 thousand. .

Note 52 — Bank Loans
and Overdrafts

Ag at 31 March 2000, the bank short term loans are only

related to overdrafts, and bear interest at market rates.

The Comrnercial Paper loans payables on 31 December
1998, were fully paid during the period.

Note 53 - Stock Option Plan

In January 1997, the Company established a stock
option plan for the Management Board members. Under
this Plan, the Company granted an option entitlement
of 250,000 shares vesting each year at 31 Dacember
1997, 1998 and 1999. The exercise price is PTE 795
per share, The right to exercise the options terminates
in the year 2004. (The number of shares and price
of each share referred under this note takes into account
the share split carried out on 19 November 1999 -
-sea Note 36).

Under the above referred stock option plan, on 15
December 1998, the Company approved a second stock
option plan for Management Board members granting
an additional 96,000 options at an exercise price of
PTE 3,502 per share, represented by an option entitle-
ment of 32,000 vesting each year at 31 Decemper 1999,
2000 and 2001. The right to exercise the options ter-
minates in the year 2005,

Additionally on 13 September 1999, the Company
approved a third stock option plan for some Management
Board members, granting 252 000 options at an exer-
cise price of PTE 2,279, represented by an option enti-
tlement of 84,000 vesting each year at 31 December
2000, 2001 and 2002. The right to exercise the options
terminates in the ygar 2006.

During the fifteen month period ending 31 March 2000,
the Management Board members exercised 526,582
options, which resulted in a cost of PTE 265 mitlion, net
of portion of the provisicn that was brought forward (see
Note 34).

In the first half of 1999, Telecel approved a stock option
plan for the managerial staff of the Company. Under this
plan, the Company granted a totai of 311,000 options with
the exereise price of PTE 2,465 with the optian entitiement
for ane third of the total, vesting each period at 7 June 1999,
2000 and 2001. The right to exercise the options termi-
nates in the year 2006 (7 years after grant date).

During the fifteen month period ended 31 March 2000,
Telecel increased by PTE 161,000 thousang the provi-
sion for vested benefits.
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Note 54 ~ Corporate Bonds

On 18 August 1999, the Company paid the 1994
Debentures series A debt amounting PTE 2,500,000
thousand on the scheduled maturity date.

Note 55 - Complementary Pension
Scheme

During its December 1997 meeting, the Company's General
Council approved a complementary pension scheme
{defined contribution) covering all employees with more than
one year of service, including Board members.

At 1 May 1998, Telecal set up the aforementioned
scheme, which was funded by both the Company and its
employess contributions. The Pension fund is managed
by an independent fund management company.

In accordance with the terms of the Plan,
the Company is committed to make con-
tributions equivalent to between 1% and
5.75% of the annual salary of each
employee, depending on both the per-
centage of the employss's own contribu-
tion and age.

In the fifteen month period ended 31
March 2QQQ, the contribution made by
the Company amounted to PTE 146 mil-
- fion (1998: PTE 65 million) and it was
accounted for as a payrol} cost.

Employee contributions are vested benefits upon payment.
If an employes: decides to leave the Company, contribu-
tions made by the Company also become vested bene-
fits; however, the percentage of the Company’s contri-
bution that becomes vested benefits depends on the
emplgyee's time aof service, as follows:

23«5 years

[PIPEOP

25 Losa s . 7 10

>OAysars ageITymm 210 ymD

PRRRpY PR PR SRR
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Note 56 - Statement of Income
By Functions

a) Reconciliation of the extraordinary income in the state-
ment of income by nare with the statement of income by
functions

The statement of income by functions was prepared in
accordance with the Accounting Directive no. 20. The con-
cept of extraordinary income in this statement is differ-
ent from that of Official Portuguese Chart of Accounts
(POC) to that of the statement of income by naturs.
Consequently, as at 31 March 2000, extraordinary income
recorded in the statement of income by nature (see Note
46) has been reclassified to other aperational incema and
to other aparational costs, amounting PTE 1,446,413
thousand and PTE 1,453,251 thousand (1998: PTE
1,333,814 thousand and PTE 1,889,331 thausand),
respactively,

The reclassification effect is as follows:

pr— e

" Statarimnt of Ingome as a1
__..31-03-2000 (15 monthey
Reclagslficattons, By turction

[ S — o

33,900,034 16,8387 33,893,196 ° 4
(1,953,758} - (1,553,758 -
| 32346279 . (6.838) 33,330,437
| t6p38) 6,838 .
7 20,266,576 - . 20,266,676
b) Costs of goods sold and services rendered
Coxts. of Goal of
good sold serviosa randered Tetal
10,973,632 - 10,973,692
. 39.929.288 58.787.235 9,716,523
" (10,056,927 - (10,056.927),
P (107.404) - (107,404)
0020980y - (10200831
58,787,235 89,316,053

36,528,818

THE CHIEF ACCOUNTANT

THE MANAGEMENT BOARD
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02. Notes on the Statement of Cash Flows for the Fifteen Month
Period Ended 31 March 2000

(Amounis expresed in thouzands of Puﬂugum Escudas)

31-03-2000,

i ),,.‘:»5 i 15 manths
A ~.1. B " ey S,
e V}h 4 .' L
; # T“‘: 7,369
202,961
210,330
THE, CHLEF ACCOUNTANT THE MANAGEMENT BOARD
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Total provisions

ﬁrﬁsx
assels

6.337,941,846
5,595,534,134
235,142,237
401,716,465
12,570,334,682

757,662,121
14,856,133,173
B1,655,333,131

1,560,175,099
3,680,642,659
20,109,304,024
11,386,500
12,669,998,908
135,400,635,618

© 10.209.830,403

10,208,830,403

14,172,463,452
9,945,903,078

1,507,063,892
16,747,711
231,134,541
268,132,429
28.181,445103

202,980,716
7.368.667
210,329,383

, 6.541,076,406

9,394.087,345
18,835.183,7581

200,507,738,937

/31-03-2000

Dapreciation
ang provisions

5,492,807,970
4,061,163,515
4,332,131

9,550,308.616

3,451,675,387
29,579.469,039
230,898,983
2,131.250,390
12,559,238,174
10,119,279

48,562,651.252

1,497,396.475

1.487,398,473

9.985,903.078

9,985,903,078

58,120,960,868
11,483,2589,553

69.604,260,421

QEITLL0Y AdVETY

" Net
asseks

B45,133.876
1,534,364.619
230,810,106
401.716.465
3,012,025,086

757,662,121
11,504,457,786
52.075,864,092

729,276,116

1,549,392,269
7.550.065,850
1,267,221
12.669,998.508
86.837,884.383

8.712,433,928
. . Ve, -
A.712.433,928 s.m.ssu,asaf
. S
14,172.463,452  I1,636,678,256
1,507.063.892 582,500,7
16,747,711 29,878,383
231.134.54} 432,101,736/
268,132,429 211,958,050
16,185,542,025 12,793,187,187
202,960.716 248,01 1,353 -
7.368,667 16,291,875,
210,329,363 283,302,728,
- o
6,541.076,406 8,487,524,850
9,394,087,345 4,897,797 340!
15,935,163,751 11,3685,322,190,
130,903,478.518  102,036,786,845 '
THE MANAGEMENT BOARD

gt

877.395,990
.589,825,18
124,71 S.Zli
-203.665.8
1, m.sm.w‘{

643.724.4:1,
8,945,117,
38,537,332,50

629,110,042

1,607,678,
6.148,936,7
2,244,
10,554,740,
8,273,884,

8,828,866,952
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SHAREHOLDERS® EQUITY AND LIABILITIES

SHAREHOLOERS' EQUITY
Shara capital
Qwn shares
Nominai value
Premium and discount
. Additional paid in capital
Reserves
Legal resarves
Statutpry reserves
'Contractual reserves
Other resarves
Retained eamnings
Nt Income
Advanced dividends
Total sharsholders’ aquity

LIABILITIES

Other provislons
Pravistans for pension plans
Gther provislons

Short tarm tabilitine
' Corporate bonds
Convertible
Non convertible

$hort torm Habllities
.Corporate bonds X
Canvertibie .
Non convertible i
Bank loans
Accounts payable to supphiers
Suppliers - invoices pending verification
Other shareholders
Fixed assets supliers
Stare and public entities
Other creditors

Accued costs and defsrrad ineome
Accrued costs
Deferred income

Tetal lishilities
Total sharanoiders’ equity and Iladilites -

™ Unaudited

THE CHIEF ACCOUNTANT

111 report and accounts TELECEL *.miury acivs Pavaan, L4 1999 Notes on the Financlal Statements
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31-03-2000

21,551,815,000

(4,502,826)
(101,273,782)

2.068,196,556

15,110.800,778
20,266,675,651

%8,89%,709,377

2,153,983,704
2,153,983.704

6.358,655,457
5.061,486,503
7,368,062,970
21,050.609,998
5,310.457.635

7.074,384,936"

£92,415,443
56.918,072 942

7.424,544 441
5,515.168,052
12,039,712.493
72,011,769,135
130,903,478,518

qaITLI00 ALVETY

(Ambuntx axpreasss in Perwguese Escudos)

31051999 ~

21,500,000,000

1,151,300,225

6,380,285,482
23,936,182.507

52,9G7,768,214

1,629,432.586"
1,629,432,386,

2,500,000,000'
8.366,385.470
5.996,996,038
5,580,483,570

3,383,679,104
8,491,993,077

417,328,752
34,896,866,011

8,053,234,437
4,692,465,397

12,745,895,434
48,071,998.431
102,039,768,645 '

THE MANAGEMENT BOARD
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Statement by Nature of Costs and Income

15 months

94,747,140 652

13,237,034.498

23,493,418,883

8,016,487,697

138,404,081,770

2.314,483,095
141,804,564,869

1.453,250,771
143,261,815,640

12.072,762,272
165,334,577,912

20,266,675,651

173,601.253,583

16,718,033,534

156.504,123,275

171,958,613
173,384,115,422

760,724,840
174,154,840,262

1.446,413,301
175,601,253,563

-, 23,900,033,862
" {1,583,758,250)

32.348,273,383
32,339.437,923
20,266,675,651

atousee - x’ﬁ- ‘.‘.
Gwants - .
| 3247),784,207

' 51,880,114,084

6,651,533,372

3,571,024,558

. 16,171,167.086 -
1'3,381,106,726 -

2,429,851,241

' 1,709,914,290

151,706,178, .

"

'2.285,508,175

11,873,953,617

165,963.925
648,913,024

157,608,550 44

137,239,779,3

'..'
S y}-"" v
.

34321 8983, 1.

10,222,568,340 _ -

' 1.512-,705.i;t
112,742,912.14

2,285,508, 176
mmuzo.;u‘b

11,873,963,61

133,902,373.8

23,938,182

18,130.516,27

814,876,
154,473,765

. |
3,364,790,609
157,838,986 441
)

35,428,682,613
(697,829,729),
um.asa‘,mi
35,810,138,124
73,89, 182307
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For further information please contact:
Corporate Communications and investor Relations
(telephane +351 91 378 5509, fax +351 91 378 5430, e-mail press@telecel.pt)
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